
llllllllllllllllllll I'll
00001 73634

OR1GINi*~\~~

Transcript Exhibit(s)

Docket #(s): e 4 c>\9'63¥=»~ ft » o>3=z

o\433H » :sf 0322.Q

Ari20na Corporation Commission

DO C K ETE D
i n
ca

SEP 29 2018

c a
9_1
e a

cm
l"-1
'to

l \ )
c o

..*

7
>4
I C ,;r>

:3
s-1
CD
of
co

Exhibit#: ( Q C C .  l ' b l ' 8  , l o  , -14

o f  \ * _ I Q

9 6 1 %  * s  ¢ €  4

Ty Q f m s v 9 ,so Jo»rLod~e§ 00oo|?3u»3Q "YY\fouv\ oowofnuss

of g><>~fv> 4 +9 ,so ba/1.0425 ®000>'5L¢3s + 00®\9*3l»'!>w



EXHI
Anw=3%Tfn

TEP  P ROP OS ED REVENUE ALLOCATION / RATE S P READ
LPS Clas s

Ana

Re butta l Te s timony

Curre nt S a le s  Re ve nue

Dire ct Te s timony

$94,396,366 $91,514,743

Re joinde r Te s timony

$91 ,514,743

P ropose d S a le s  Re ve nue $92,408,365 $96,021,188 $96,227,517

Proposed Increase /(Dec.) ($1,988,001) $4,506,445 $4,712,774

Class % Change (2.1%) 4.9% 5.1%

S ource : Ta b le  KCH-3
(Adjus te d)

Ta ble  KCH-S R-3 Table KCH-SR-3/
Exhibit CAJ-RJ-1 (H-1)



85m

TEP  P ROP OS ED REVENUE ALLOCATION / RATE S P READ 1
138kV Clas s

@0l44

Current Sales Revenue

Dire ct Te s timony

$37,720,351

Re butta l Te s timony

$30,466,830

Re joinde r Te s timony

$30,466,830

Proposed Sales Revenue $36,190,904 $30,053,687 $31 ,062,633

Proposed Increase /(Dec.) ($1,529,447) ($413,144) $595,803

Class % Change (4.1%) (1.4%) 2.0%

Source: Ta ble KCH-3 Table  KCI-I-SR-3 Ta ble  KCH-S R-3/
Exhibit CAJ-RJ-1 (H- 1 )
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)
[x] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2015
OR

[ I TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number: 001-11307-01

Freeport-McMoRan Inc.
(Exact name of registrant as specified in its charter)

Delaware 74-2480931
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer Identification No.)

333 North Central Avenue
Phoenix, AZ

(Address of principal executive offices)
(602) 366-8100

(Registrant's telephone number, including area code)

8s004-2189
(Zip Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
EL Yes EL No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). lai Yes D No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non~accelerated
flee, or a smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller
reporting company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer IZ] Accelerated filer Et Non-accelerated Wler D Smaller reporting company D

Indicate by check mark whether the registrant is a shell company (as defined in Ruth 12b-2 of the Exchange Act).
U yes No3

On July 31, 2015, there were issued and outstanding 1,040,228,261 shares of the registrant's common stock, par
value $0.10 per share.
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MiningUnit Site Production and Delivery Costs
Site production and delivery costs for our copper mining operations primarily include labor, ever and commodity-
based inputs, such as sulphuric acid, reagents, liners, tires and explosives. Consolidated unit site production and
delivery costs (before net noncash and other costs) for our copper mines totaled $1.85 per pound of copper in
second-quarter 2015 and $1 .89 for the first six months of 2015, compared with $1 .99 per pound in second-quarter
2014 and $1 .94 for the first six months of 2014. Lower consolidated average site production and delivery costs for
the 2015 periods, compared with the 2014 periods, primarily reflected higher copper sales volumes in North
America and Indonesia, partly offset by lower sales volumes in South America. Refer to "Operations .- Unit Net
Cash Costs" for further discussion of unit net cash costs associated with our operating divisions and to "Product
Revenues and Production Costs" for reconciliations of per pound costs by operating division to production and
delivery costs applicable to sales reported in our consolidated financial statements.

Assuming achievement of current volume and cost estimates, consolidated unit site production and delivery costs
are expected to be lower in the second half of 2015 and average $1 .81 per pound of copper for the year 2015,
which is subject to change as a result of the comprehensive review of operating plans as further discussed in
"Overview."

Oil and Gas Cash Production Costs per 8OE
Production costs for our oil and gas operations primarily include costs incurred to operate and maintain wells and
related equipment and facilities, such as lease operating expenses, steam gas costs, electricity, production and ad
valorem taxes, and gathering and transportation expenses. Cash production costs for our oil and gas operations of
$19.04 per BOE in second-quarter 2015 were lower than cash production costs of $19.57 per BOE in second-
quarter 2014, primarily reflecting fewer cash production costs in California related to reductions in repair and
maintenance costs and welt workover expense. partly offset by higher average costs per BOE resulting from the
sale of lower-cost Eagle Ford properties. Cash production costs of $19.62 per BOE for the first six months of 2015,
were higher than $19.03 for the first six months of 2014, primarily reflecting the sale of lower-cost Eagle Ford
properties, partly offset by lower cash production costs in California. Refer to "Operations" for further discussion of
cash production costs at our oil and gas operations.

Assuming achievement of current volume and cost estimates for the remainder of 2015, cash production costs are
expected to approximate $20 per BOE for the year 2015.

Depreciation, Depletion and Amortization
Depreciation wit! vary under the unit-of-production (UOP) method as a result of changes in sales volumes and the
related UOP rates at our mining and oil and gas operations. Consolidated depreciation, depletion and amortization
(DD&A) totaled $890 million in second-quarter 2015 and $1 .8 billion for first six months of 2015, compared with $1 .0
billion in second-quarter 2014 and $2.0 billion for the first six months of 2014. DD8lA in the 2015 periods, compared
with the 2014 periods, reflected lower expense from our oil and gas operations associated with decreased
production as a result of the sale of the Eagle Ford properties. Lower DD&A from our oil and gas operations for the
first six months of 2015, compared with the first six months of 2014, was partly offset by higher DD&A from our
mining operations mostly associated with higher sales volumes in North America and Indonesia.

Impairment of Oil and Gas Properties
Under full cost accounting rules, a "ceiling test" is conducted each quarter to review the carrying value of our oil and
gas properties for impairment. At June 30, 2015, and March 31, 2015, net capitalized costs with respect to FCX's
proved U.S. oil and gas properties exceeded the related ceiling test limitation, which resulted in the recognition of
impairment charges of $2.7 billion in second-quarter 2015 and $5.8 billion for the first six months of 2015, reflecting
the lower twelve-month average of the first-day-of-the-month historical reference oil price and higher capitalized
costs at such dates. Refer to Note t and "Operations - Oil and Gas" for further discussion, including discussion of
potentially signii9cant additional ceiling test impairments.

41
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Income Taxes
Following is  a summary of  the approximate amounts used in the calculation of  our consolidated income tax benef it
(provis ion) for the 2015 and 2014 periods ( in mill ions, except percentages):

Six Months Ended
June 30, 2015

Six Months Ended
June 30, 2014

Income Tax
(Provision)

Benefit
Income
(Loss)a

s (469)b

81

289

114

(5,790)

$

le one
(Loss)'

936

747

(39)
187

$

Income Tax
(Provision)

Benefit c
(291 )

(267)

15

(57)

U.S.

South America

Indonesia

Africa

Impairment of oil and gas properties

Valuation allowance

Eliminations and other

Annualized rate adjustments

Consolidated FCX

187 138

$ (5,'588).

Effective
Tax Rate

61 %

37%

4 3 %

4 6 %

38%

N/A

N/A

N/A

25% f s

$ 288

(30)
(124)

. (53)
2,179

(763) d

(28)

(87)
1,382 $ - 1,969

Effective
Tax Rate

31%

36%

38%

30%

N/A

N/A

N/A

N/A

35% $

(37)

(48)
(685)

a .

b .

Represents income (loss) by geographic location before income taxes and equity in affiliated companies' net earnings.

Includes a gain of $92 million related to net proceeds received from insurance carriers and other third parties related to a
shareholder derivative litigation settlement for which there is no related tax provision.

Includes a $58 million charge for deferred taxes recorded in connection with the allocation of goodwill to the sale of Eagle
Ford.

As a result of the impairment to oil and gas properties, we recorded a tax charge to establish a valuation allowance primarily
against U.S. federal alternative minimum tax credits.

In accordance with applicable accounting rules, we adjust our interim provision for income taxes equal to our estimated
annualized tax rate.

Our consolidated effective income tax rate is a function of the combined effective tax rates for the jurisdictions in which we
operate. Accordingly, variations in the relative proportions of jurisdictional income result in fluctuations to our consolidated
effective income tax rate. Assuming achievement of current sales volume and cost estimates and average prices of $2.50
per pound for copper, $1,150 per ounce for good, $6 per pound for molybdenum and $56 per barrel of Brent crude oil for the
second half of 2015, we estimated a tax benefit of $1 .4 billion for 2015, substantially all of which relates to the impairment of
oil and gas properties and resulting tax charge to establish a valuation allowance in the first half of 2015. See "Operations -
Oil and Gas" for discussion regarding the likelihood of potentially significant ceiling charges during the remainder of 2015,
which would give rise to additional tax benefits.

OPERAT IONS

North America Copper M ines
W e operate seven open-pit copper mines in North America ._ Morenci, Bagdad, Saf ford, Sierrita and Miami in
Arizona, and Chino and Tyrone in New Mexico. All of  the North America mining operations are wholly owned,
except for Morena. W e record our 85 percent joint venture interest in Morena us ing the proport ionate consolidation

method.

The North America copper mines include open-pit mining, sulf ide ore concentrating, leaching and solution
extraction/electrowinning (SX/EW ) operations. A majority of  the copper produced at our North America copper
mines is cast into copper rod by our Rod 8< Ref ining segment. The remainder of  our North America copper sales is
in the form of  copper cathode or copper concentrate, a portion of  which is  shipped to Atlantic  Copper (our wholly
owned smelter). Molybdenum concentrates and s ilver are also produced by certain of  our North America copper
mines .

As further discussed in "Overview," we are currently reviewing operating plans at each of  our copper and
molybdenum mining operations and will revise operating and capital plans to strengthen our f inancial posit ion in a
weak copper price environment. The revised plans wil l  target lower operating and capilal costs  to achieve maximum
cash f low under the current market condit ions. Production at certaiN operations challenged by low commodity prices
will be curtailed. W e expect to complete this review promptly and will report cur revised plans during third-quarter
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1 DIRECT TESTIMONY OF KEVIN c. HIGGINS

2

3 INTRODUCTION

4 Q. Please state your name and business address.

5 A. Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City, Utah,

6 84111.

7 Q.

8 A.

By whom are you employed and in what capacity?

I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies

9 is aprivate consulting firm specializing in economic and policy analysis

10 applicable to energy production, transportation, and consumption.

11 Q, On whose behalf are you testifying in this proceeding?

12 A. My revenue requirement testimony is being sponsored by Freeport

13 Minerals Corporation and Arizonans for Electric Choice and Competition

14 ("AECC"). AECC is a business coalition that advocates on behalf of retail

15
. . . 1

e le c t r ic  c u s to m e rs  in  Arizo n a .

16 Q. Please describe your professional experience and qualifications.

17 A. My academic background is in economics, and I have completed all

18 coursework and field examinations toward the Ph.D. in Economics at the

19 University of Utah. In addition, Shave served on the adjunct faculties of both the

20 University of Utah and Westminster College, where I taught undergraduate and

21 graduate courses in economics. I joined Energy Strategies in 1995, where Iassist

1 Henceforth 'm this testimony, Freeport Minerals Corporation and AECC collectively will be referred to as
¢sAEcc_s>

g
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I.

2

3

4

private andpublic sector clients in the areas of energy-related economic and

policy analysis, including evaluation of electric and gas utility rate matters.

Prior to joining Energy Strategies, I held policy positions in state and local

government. From 1983 to 1990, I was economist, then assistant director, for the

5 Utah Energy Office , where  I he lped deve lop and implement sta te  energy policy.

6

7

From 1991 to 1994, Iwis  chie f of s ta ff to the  cha inman of the  Sa lt Lake  County

Commission, where  Iwis  re sponsible  for deve lopment and implementa tion of a

8 broad spectrum of public policy at the local government level.

9 Q. Have you testified before this Commission in other dockets?

10 A. Yes. I have testified in approximately twenty proceedings before this

11

12

13

14

15

16

17

18

Commission, including the  generic proceeding on re ta il e lectric competition

(1998),2 the  hearings on APS 1999 Settlement Agreement (1999),3 the  hearings

on the  Tucson Electric Power ("TEP") 1999 Se ttlement Agreement (1999),4 the

AEPCO transition charge  hearings (1999),5 the  Commission's  Track A

proceeding (2002),6 the  APS adjustment mechanism proceeding (2003),7 the

Arizona  ISA proceeding (2003)," the  APS 2004 ra te  case  (2004),9 the  Trico 2004

ra te  case  (2005),10 the  TEP 2004 ra te  review (2005)," the  APS 2006 interim ra te

proceeding (2006),12 the APS 2006 rate  case (2006),13 TEP's request to amend
s

2 Docket No. RE-00000C-94-0165.
3 Docket Nos. RE-00000C-94-0165, E-01345A-98-0471, and E-01345A-98-0473.
4 Docket Nos. RE-00000C-94-0-65, E-01933A-97-0772, and E-01933A-97-0773.
5 Docket No. E-01773A-98-0470.
6 Docket Nos. E-00000A-02-0051; E-01345A-01~0822; E-00000A-01-0630; E-01933A~02-0069; E-
01933A-98-0471.
7 Docket No. E-01345A-02-0403.
8 Docket No. E-00000A-01-0630.
9 Docket No. E-01345A.03-0437.
10 Docket No. E-01461A-04-0607.
ll Docket No. E-01933A.04.0408.
12 Docket No. E-01345A-06-0009.
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3

4

5

Decision No. 62103 (2007),14 the TEP 2007 rate  case (2008),15 the APS 2008 rate

case  (2008)," the  APS  2011 ra te  case  (2011-12)," the  TEP  2011 Energy

Efficiency Plan (2012),"8 the  TEP 2012 ra te  case  (2012),19 the  APS Four Comers

Rate  Rider proceeding (2014),20 and the  UNSE Electric, Inc. ("UNSE")2015 ra te

case (2015).21

6 Q_ Have you testified before utility regulatory commissions in other states?

7 A. Yes. I have  testified in approximate ly 180 other proceedings on the

8 subj acts of utility rates and regulatory policy before state utility regulators in

9 Alaska, Arkansas, Colorado, Georgia, Idaho, Illinois, Indiana, Kansas, Kentucky,

10

1 1

1 2

1 3

14

Michigan, Minnesota , Missouri, Montana , Nevada , New Mexico, New York,

North Carolina , Ohio, Oklahoma, Oregon, Pennsylvania , South Carolina , Texas,

Utah, Virginia , Washington, West Virginia , and Wyoming. S have  a lso

participa ted in various Pricing Processes conducted by the  Salt River Project

Board and have  filed a ffidavits  in proceedings a t the  Federa l Energy Regula tory

1 5 Commiss ion.

1 6

13 Docket No. E-01345A-05-0816.
14 Docket No. E-01933A-05-0650.
15 Docket No. E-01933A-07-0402.
16 Docket No. E-01345A.08-0172.
17 Docket No. E-01345A-11-0224.
18 Docket No. E-01933A-11-0055.
19 Docket NO. E~01933A-12-0291.
20 Docket No. E-01345A-11-0224.
uRl Docket No. E-04204A-15-0142.
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1 OVERVIEW AND CONCLUSIONS

2 Q. What is the purpose of your testimony in this phase of the proceeding?

3 A. My testimony addresses three  major topics concerning revenue

4 requirement:

5 (1) TEP 's  request for a  non-fue l ra te  increase  of $109.5 million;

6 (2) Certain revenue requirement issues pertaining to the Purchased Power

7 and Fue l Adjustment Charge  ("P P FAC"); and

8 (3) TEP's proposed modifications to the Environmental Compliance

9 Adjustment ("ECA").

10 In my testimony, I recommend adjustments  to TEP 's  proposa ls  tha t I

1 1 believe are necessary to ensure rates that are just and reasonable.

12 Twill address the topics of class cost-of-service, revenue allocation, buy-

13 through service, and the Lost Fixed Cost Recovery mechanism in my Rate Design

14 te s timony.

15 Q. What are the primary conclusions and recommendations presented in your

16

17 A.

18

testimony?

(1) I recommend that TEP's revenue requirement be reduced by $48.587

million relative to the $109.5 million base rate increase proposed by the Company

19 in its  Applica tion. My recommended adjus tments  a re  itemized in Table  KCH-1,

20 presented later in my testimony. My recommended reduction does not take into

21

22

23

account or incorporate any other adjustments that may be offered by other parties

which were not addressed in my testimony.

(2) The current PPFAC is structured to flow-through 100% of all

24 deviations in fuel and purchased power costs to customers. This type of 100%

HIGGINS/5
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2

3

cost pass-through seriously reduces a  utility's  incentive  to manage  its  fue l and

purchased power costs as well as it would manage them if it remained exposed to

the  energy cost risk. In my opinion, a  risk-sharing mechanism is  essentia l to keep

4

5

6

7

8

9

10

11

customer and Company interests aligned. Consequently, I recommend adoption

of a 70/30 risk-sharing mechanism in the PPFAC.

(3) The PPFAC Plan of Administration was changed in the last general

rate case to shift the profits realized from new long-term contracts to the benefit

of TEP shareholders instead of customers. This change should be reversed going

forward. Instead, all revenues from wholesale sales, irrespective of term, should

be credited against fuel and purchased power costs and included in the PPFAC,

unless such sales are allocated a share of system costs.

12

13

14

15

16

17

(4) The  ECA is  an example  of unwarranted single -issue  ra temaking, but

was included in the  Settlement Agreement package negotia ted by the  parties to

the  last general ra te  case , subject to a  cap of 0.25% of TEP 's tota l re ta il revenue.

In this  case , TEP is proposing to double  the  ECA cap. recommend tha t this

change be  re jected. Instead, I recommend tha t the  Commission terminate  the

ECA, unless  it is  capped a t the  previously-negotia ted 0.25% of TEP 's  tota l re ta il

18 revenue v

19

20 ADJ US TMENTS  TO  P RO P O S ED BAS E REVENUE INCREAS E

21 Q. What increase in base revenues is TEP recommending in this case?

22 A.

23

In its Application, TEP is requesting a non-fuel rate increase of $109.5

million, or 12.0% over total adjusted test year revenues, to become effective no

HIGGINS  /6
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1 la te r than January 1, 2017.22 As noted in TEP 's filing, based on the  PPFAC tha t

2 went into e ffect April 2015, TEP 's proposa l represents a  ne t increase  of $67.3

3

4

million, or 7. 1% over total adjusted test year revenues including the higher fuel

component." However, the current PPFAC rate effective May 1, 2016 of

5

6

$0.00150l pe r kph is  s ignificantly le ss  than the  April 2015 ra te  of $0.00682 pe r

kph included in TEP 's  ana lysis . Consequently, the  proposed ne t increase

7 relative to present rates is greater than the 7.1% measured by TEP using the

8 previous PPFAC ra te .

9 Q. Do you have any recommended adjustments to TEP's proposed base rate

10 increase?

11 A. Yes. I am recommending an overall reduction of`$48.587 million to

12 TEP 's  proposed base  ra te  increase  re la tive  to the  Company's  Applica tion. This

13 recommendation is presented in Evdmibit KCH-1 and is summarized in Table

14 KCH-1 and consis ts  of the  following adjustments , each of which will be  discussed

15 in tum :

16

zz Applicaiican, p- 1.
23Dir mt Testimony of Dallas J. Dukes, pp. 32-33 .
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Table KCH-1
Summary of AECC Adjustments to TEP Revenue Requirements

ACC

Jurisdictional

Adjustment

Amount

(80005)

Rate Base Adjustments
Bonus Tax Depreciation Extension
Sundt & San Juan 2 M&S Regulatory Asset Adjustment
50.5% Co-Ownership ofSGS 1 Regulatory Asset Adjustment
SGS I 2006 Lease Acquisition Rate Base Adjustment
Capitalized Legal Cost Adjustment

($1,525)

($43)
($4,673)

($1,488)

($88)

Expense Adjustments
Legal Expense Adjustment
Payroll Expense Adjustment
Short-Term Incentive Compensation Adjustment
Long-Term Incentive Compensation Adjustment
SERP Recovery Adjustment

Severance Costs Adjustment

Credit Card Processing Fees Adjustment
Generation Overhaul Adjustment

($l,343)
($1,222)
($1,972)
(81,296)

($950)
($2l8)

(83,482)
(331,865)

ROE Adjustment
Return on Equity Adjustment

($10,826)

Jurisdictional Allocation Adjustment
Demand Allocation Factor ($14,043)

Other Cost of Capital Adjustment
Allowed Return on New TBP Headquarters Building Adj. (83,552)

Total AECC Adjustments (348,587)

I Bonus Tax Depreciation

2 Q . What is bonus tax depreciation?

3 A . Bonus tax depreciation refers to a greatly accelerated tax deduction for

4 depreciation that has been permitted pursuant to several statutes signed into law in

5 recent years to stimulate the economy. Bonus tax depreciation was permitted in

6 the early 2000s and reintroduced in 2008 and 2009 pursuant to the Economic

MGGINS /8
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1

2

Stimulus Act of 2008, and the American Recovery and Reinvestment Act of 2009.

It has since been extended several times but was scheduled to end on December

3

4

31, 2014, except under certa in circumstances for qua lified property placed in

service  through December 31, 2015.

5 Q. Has bonus tax depreciation been extended beyond December 31, 2014?

6 A, Yes. The  P rotecting Americans  from Tax Hikes  Act of 2015, pa rt of H.R.

7 2029, was signed into law on December 18, 2015. This  Act extends 50 percent

8

9

bonus tax depreciation through December 31, 2017, and includes a phase down to

40 percent bonus tax depreciation in 2018, and 30 percent in 2019.

10 Q. How does bonus tax depreciation impact ratemaking for regulated utilities?

A. Bonus tax depreciation is a form of accelerated tax depreciation.

12 Regula tory authoritie s , including this  Commission, have  long recognized tha t

13

14

15

utility deprecia tion for tax purposes  diffe rs  from utility book deprecia tion used in

ra temaking. The  timing diffe rence  be tween tax deprecia tion and book

deprecia tion is  recognized through the  recording of accumula ted deferred income

16 tax ("ADIT"). Generally, the tax benefits of accelerated depreciation are not

17 passed through directly to ratepayers, but rather certain indirect benefits are

18

19

recognized through the  de te rmina tion of ra te  base . According to the  conventions

of income  tax normaliza tion, the  benefit of a  utility's  ADIT is  viewed as  a  source

20 of zero-cost capital to the utility as part of the ratemaking process. Consequently,

21 the ADIT that results from accelerated tax depreciation is booked as a credit

22

23

24

against rate base, thereby reducing revenue requirements for customers.

Even though bonus tax depreciation affects rates through the same

mechanics as standard accelerated depreciation, its impact is more dramatic than

HIGGINS  /9
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2

standard acce lera ted deprecia tion in the  years immedia te ly following the

placement of the  qua lifying plant into se rvice . This  is  because  bonus tax

3 deprecia tion causes a  much grea ter increase  in ADIT, which in tum, produces a

4 much greater credit against rate base for any given amount of new plant in

5 service . This , in turn, reduces the  revenue  requirement re la tive  to what it would

6 have  been if bonus tax deprecia tion were  not applicable .

7 Q. Why is the extension of bonus tax depreciation relevant for this proceeding?

8 A.

9

Bonus tax depreciation has a material impact on utility revenue

requirements. TEP's rate case was filed under the assumption that bonus tax

1 0 deprecia tion would not be  ava ilable  past December 31, 2014. S ince  it is  now

1 1 known that bonus tax deprecia tion has been extended, it is  necessary to properly

1 2 re flect the  ra temaking impact of this  tax change .

1 3 Q. Has TEP provided information regarding the revenue requirement impact of

1 4 extending bonus tax depreciation?

1 5 A. Yes. Based on TEP's response to discovery, the extension of bonus tax

1 6

1 7

1 8

deprecia tion would result in a  ne t increase  in the  magnitude  of Tota l Company

ADIT, or reduction to ra te  base , of approximate ly $15.9 million re la tive  to TEP 's

filed case.24

1 9 Q- What is your recommendation to the Commission regarding the treatment of

20

21 A.

bonus tax depreciation on TEP's reven uh requirement?

TEP's revenue requirement should be adjusted to reflect the impact of the

22 extension of bonus tax depreciation.

24 TEP's Supplemental Response to AECC Data Request 1.3, Attachment AECC 1,3 B9_n_us - Rate Base -
Accumulated Deferred Income Taxes.xlsm, provided in Exhibit KCH-l8. See also Exhibit KCH-2, page 2
o f f .
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I Q. What is the impact on TEP's jurisdictional revenue requirement from your

2 adjustment?

3 A.

4

My adjustment to reflect the extension of bonus tax depreciation is shown

in Exhibit KCH-2. This adjustment reduces TEP's ACC jurisdictional revenue

5 requirement by approxima te ly $1.525 million.

6

7 Sundt and San Juan Unit 2 Materials & Supplies

8 Q. What is TEP proposing regarding Sundt coal handling facilities ("CHF")

9 and San Juan Unit 2 materials and supplies?

10 A.

11

According to the  Direct Testimony of Frank P . Marino, the  Sundt CHF a re

no longer expected to be  used and useful as of April 2016, and closure  of San

12 Juan Unit 2 is expected by December 2017.25 TEP is proposing to record the

13

14

remaining materials and supplies inventory for the Sundt CHF and San Juan Unit

2 as a regulatory asset, and to amortize the cost over a three year period.26

15 Q. Do you agree with TEP's proposed treatment of the Sundt CHF and San

16 Juan Unit 2 materials and supplies inventory?

17 A. Not entire ly. TEP  includes  the  entire  inventory of $1 .2 million in ra te

18 base, while also including approximately $400,000 in amortization expense based

19

20

on the three-year amortization period. TEP does not reflect the impact of

accumulated amortization as an offset against the inventory rate base balance."

21 Q. What do you recommend regarding the ratemaking treatment of Sundt CHF

22 and San Juan 2 materials and supplies?

25 Direct Testimony of Frank P. Marino, pp. 9-10.
pa Id., p. 14, Ins. 3-13.
21 TEP's Rate Base - Sundt _ San Juan M_S adjustment workpaper; TEP's Income - Sundt
adjustment workpaper.

_ S an J uan M_S
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1 A.

2

I recommend that the first year of amortization expense of approximately

$400,000 be recorded as accumulated amortization, reducing the net rate base

3

4

balance by the same amount. As TEP explains, the proposed three-year

amortization period starts in the Test Year," and TEP has included the annual

5

6

amortization expense in its revenue requirement. Therefore it is appropriate to

reflect the Sundt CHF and San Juan 2 materials and supplies net rate base after

7 one year of accumulated amortization has accrued.

8 Q. What is the impact on TEP's jurisdictional revenue requirement from your

9 adjustment?

10 A.

11

My adjus tment is  shown in Exhibit KCH-3. This  adjus tment reduces

TEP 's  ACC jurisdictiona l revenue  requirement by approxima te ly $0.043 million.

12

13 50.5% Co-Ownershw ofSpringerville Unit 1

14 Q- What revenue requirement issues are you addressing regarding the 50.5%

15 co-ownership of Springerville Unit 1?

16 A. At the time of TEP's Application, Springerville Unit 1 was co-owned by a

17 third pa rty, Alte ma  S pringe rville  LLC ("Alte ma "), with whom TEP  ha d be e n

18 engaged in extensive litigation. In the Company's Application and direct

19 testimony, TEP makes a number of proposals regarding the ratemaking treatment

20 of cost items associated with the 50.5% ownership share - proposals with which I

21 have objections based on the circumstances existing at the time of TEP's filing.

22 However, based on press reports published subsequent to the filing of TEP's

23 Application in this case, it is my understanding that TEP has resolved its

28 Direct Testimony of Frank P. Marino, p. 14, Ins. 5-7, p. 42, ins 13-16.
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1 diffe rences  with Altema  and intends to purchase  Altema 's  50.5% inte rest. In
1

2 light of these changed circumstances, TEP's proposals regarding the regulatory

treatment of the costs associated with Alterna's 50.5% interest are no longer

4 applicable . Consequently, I will not present my initia l objections  to these

5 proposa ls . Ra ther, I am recommending tha t the  specia l ra temaking provisions

6 proposed by TEP to address the  50.5% co-ownership of Springerville  Unit 1 be

7 rejected because they are no longer applicable to the facts of this case. In

8 addition, I address the  lega l expenses incurred By TEP in its  dispute  with Altema

9 as a  separate  issue in my testimony.

10 Q. What specific revenue requirement adjustments must be made to remove the

11 special ratemaking provisions proposed by TEP regarding the 50.5% co-

12 ownership of Springerville Unit 1? I

13 A. I am aware  of two distinct ra temaking trea tments tha t TEP has proposed in

14 this  case  with respect to the  50.5% co-ownership share  of Springerville  Unit 1.

15

16

17

18

19

The first is  the  establishment of a  regula tory asse t in the  amount of $23.9 million

associa ted with facility improvements  on the  50.5% co-ownership sha re ." The

second is  the  inclus ion of $16291 million in non-fue l O&M expenses  in the

P P FAC, which would be  potentia lly offse t by wholesa le  margins  from dispa tch of

20 With respect to the  first trea tment proposed by TEP, I recommend tha t the

21 requested regula tory asse t should not be  recognized by the  Commission and the

22 earnings on this asset and amortization expense be removed from the revenue

29 sew; an now 16.1, provided in Exhibit KcH-ls.
so nirewzwmamamy ¢s'¢b4"1¢I1a¢I B. slr4¢"eiaam. pp. 45-46.
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1

2

requirement. I present this adjustment in Exhibit KCH-4. This adjustment

reduces TEP's ACC jurisdictional revenue requirement by approximately $4.673

3 million. \

4

5

With respect to the second treatment proposed by TEP, I recommend that

the requested inclusion in the PPFAC of $16291 million in non-fuel O&M

6 expenses associa ted with the  50.5% ownership share  of Springerville  Unit 1 be

7 rejected.

8 Q. In recommending that the Commission reject these special ratemaking

9 proposals, are you substituting other revenue requirement adjustments to

10 reflect TEP's acquisition of the 50.5% co-ownership share of Springerville

11 Un it 1?

12 A. No. The  burden for making the  case  and demonstra ting the

13 reasonableness of its acquisition of the 50.5% co-ownership share of Springerville

14

15

Unit 1 rests  with TEP . The  Company has not put forward a  revenue  requirement

proposa l re tlecting the  acquisition of the  50.5% co-ownership share  of

16 S pringe rville  Unit 1 a t this  time .

17

18 Springerville Unit 1 2006Acquisition

19 Q. Please provide some basic background regarding TEP's 2006 Springerville

20

21 A.

22

23

Uni t 1 lease equity purchase.

As explained in the direct testimony of witness Kenton Grant, in 2006

TEP purchased a lease equity covering 14.1% undivided interest in Springerville

Unit 1 for $48.03 million. The lease was amended to eliminate the equity portion

24 of rent payments. According to Mr. Grant, TEP continued making rent payments

HIGGINS  / 14
3

3
5

3

1



1

2

to cover the principal and interest payments on lease obligation bonds. In January

2015, TEP took direct ownership of the 14. 1 % undivided interest when the bonds

3 were  pa id in full.

4 Q . Is TEP proposing an adjustment in this case related to its 14.1% ownership

5 interest?

6 A. Yes. TEP  is  proposing to include  the  origina l $48.03 million acquis ition

7 cost in ra te  base , with a  reduction of $5.31 million to re flect previous rent

8

9

reduction benefits covering 2007 and 2008 that have been retained by TEP. Thus,

TEP's net requested rate base is $42.72 million.

10 Q, What adjustment has TEP made in this case to reflect this $42.72 million in

11 rate base?

12 A. Since  purchasing the  14.1% lease  equity in 2006, TEP has been

13 amortizing its purchase in its accounting records. As of December 31, 2014,

14

15

TEP's remaining unamortized amount was $36.06 million when the $5.31 million

rent benefits credit is included. The associated accumulated amortization as of

16

17

this  da te  was $6.65 million. In addition, to re flect the  proper te st yea r pe riod,

TEP  includes $0.07 million for s ix months of additiona l accumula ted deprecia tion

18 to reflect the unamortized balance as of June 30, 2015. TEP's total adjustment

19 re flects  the  sum of these  two amounts , $6.65 million and $0.7 million, for a  tota l

20

21

adjustment of $6.73 million to obtain the net Total Company requested rate base

of$42.72 million.

22 Q~

23

Do you agree with TEP's proposed test year amount for its 14.1% lease

equity interest?
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1 A.

2

No. TEP's requested amount does not constitute a reasonable ratemaking

treatment. As an initial matter, TEP's request to introduce into rate base today an

3 acquisition that was made in 2006 is highly unusual. Second, the requested

4 valuation of this acquisition for ra te  base  purposes in an amount tha t is  very close

5

6

7

8

to the purchase price ten years ago strikes me as questionable on its face, given

that the asset has been depreciating. Third, this situation is further convoluted by

the applicable lease provisions during the interim period, during which time

customers have paid for use of this asset in TEP's revenue requirement. Finally,

9 the requested rate base amount of $42.72 million for the 2006 purchase exceeds

10

11

the net book value of this asset, which on June 30, 2015 was only $26.53

mi11ion.31

12 Q- In your opinion, what is the proper rate base amount to include for TEP's

1 3

14 A.

2006 lease equity purchase?

In light of the considerations I noted above, it does not strike me as

1 5 reasonable to include in rate base anamount in excess of this asset's net book

16 value. Therefore, I recommend using the net book value of the asset as of June

17 30, 2015 to va lue  the  ra te  base  addition associa ted with the  2006 acquisition.

18 Based on the net book value of the total SGS 1 unit, this amount is $26.53

19

20

million. Therefore, I am recommending a $16.26 million (total company)

adjustment. As shown in Exhibit KCH-5, this adjustment reduces TEP's revenue

21 requirement by approxima te ly $1.488 million.

22

31 TEP's Response to AECC Data Request 11.3, provided in Exhibit KCH-18. To derive the $26.53
million the total plant net book value as of June 30, 2015 provided in the data response was multiplied by
14.1%, the 2906 lease equity purchase percentage.
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1

2 Q.

Legal Costs

What are your concerns regarding the amount of legal costs included in

3

4 A.

TEP's proposed revenue requirement?

I have concerns regarding the amount of legal costs included in TEP's

5 requested revenue requirement both with respect to legal expense and rate  base.

6 Q. What are your concerns regarding the inclusion of legal expense in TEP's

7 proposed revenue requirement?

8 A. The test period includes an exceptiona lly high leve l of lega l expense . As

9

10

12

shown in Exhibit KCH-7, page  3, the  adjusted test period lega l expense  of $3.256

million is  we ll in excess  of $1.776 million average  for the  three -year pe riod 2011

through 2013, prior to the  test period. It appears tha t much of this  increase  is

a ttributable  to litiga tion be tween TEP  and the  50.5% owner of Springerville  Unit

13 1, Alte ma .

14 Q. How should the extraordinary level of legal expense associated with the

15 Springcrville Unit 1 litigation be treated for ratemaking purposes?

16 A. The extraordinary leve l of lega l expense  associa ted with the  Springerville

17 Unit 1 litiga tion should be  removed from the  re ta il revenue  requirement. There

18 are  two reasons for this . First, the  na ture  of the  litiga tion concerned a  dispute

19

20

21

22

23

24

be tween power plant owners. Re ta il customers should not be  responsible  for

underwriting TEP 's  lega l costs  in such a  dispute , which lie s  outs ide  the  purview

of providing re ta il se rvice . In this  proceeding, TEP  has gone  to considerable

lengths to diffe rentia te  be tween its  ACC-jurisdictiona l activitie s  and business

activities  tha t TEP does not consider to be  ACC jurisdictiona l, such as the  profits

tha t TEP  makes from providing se rvices to the  owners of Springerville  Units  3

HIGGINS/ 17



I and 4. TEP's revenue requirement proposal insulates the majority of those profits

2

3

4

5

from being shared with customers and used to offse t a  portion of the  increase  in

re ta il revenue  requirement the  Company is  requesting." The  same reasoning

applies here , except tha t in this  instance , TEP is  incurring costs that are  outside

the  purview of re ta il se rvice . Consequently, it is  not appropria te  to include these

6 costs in the retail revenue requirement.

7

8

9

10

11

12

The second reason for excluding these costs from recovery is their

exceptional nature. The adjusted test year legal expenses exceed the average of

the three-year period 201 l through 2013 by $1 .480 million, largely due to

Springerville Unit l litigation expense. As such, the Springerville Unit 1

litigation expense should not be considered to be representative of ongoing legal

expenses and should be adjusted out of the retail revenue requirement on those

13 grounds alone.

14 Q~ What is your recommendation to the Commission regarding legal expense?

15 A. I recommend that the extraordinary level of legal expense associated with

16 the Springerville Unit 1 litigation should be removed from the retail revenue

17 requirement.

18 Q- What is your concern regarding legal costs that TEP proposes to include in

19 rate base?

20 A. TEP is proposing to include $919,042 of legal costs associated with its

21 Altema litiga tion in ra te  base  as  pa rt of the  acquisition cost of Springerville  Unit

so See direct testimony ofDallas J. Dukes, p. 50. TEP's Income - Springerville Units 3 and 4 workpaper
shows $28.5 million in net income from services provided to Springerville Units 3 and 4, $8.3 million of
which is credited to customers and $20.2 million of which is retained by TEP.
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1

2

3

1.33 Just as I argued above with respect to legal expense, the cost of litigating the

disputes between TEP and Alter fa should not be shouldered by customers, as the

disputes between these two facility owners are outside the purview of providing

4 retail service. Therefore, these costs should not be included in rate base. As I

5 noted above, TEP is careful to differentia te  business activities tha t the  Company

6

7

does not consider to be  ACC-jurisdictiona l when the  benefits  accrue  to the

Company. The  same principle  should apply to costs .

8 Q. What is your recommendation to the Commission regarding the inclusion of

9 legal costs in rate base?

10 A. I recommend that TEP's proposal to include in rate base certain legal costs

11 associa ted with the  Springerville  Unit 1 litiga tion be tween TEP  and Alte r fa

12 should be rejected.

13 Q. What is the impact on TEP's jurisdictional revenue requirement from your

14 recommendations regarding legal costs?

15 A. My adjustment to ra te  base  is  presented in Exhibit KCH-6. This

16 adjustment reduces TEP 's  ACC jurisdictiona l revenue  requirement by

17 a pproxima te ly $0.088 m illion relative to TEP 's  filed case .

18

19

20

My adjustment to lega l expense  is  presented in Exhibit KCH-7. This

adjustment reduces TEP 's  ACC jurisdictiona l revenue  requirement by

approximate ly $1.343 million re la tive  to TEP 's  filed case .

21

22

as Direct testimony ofKentton C. Grant, p. 33. Also, TBP Response to AECC Data Request 10.2.aiv
(provided in Confidential Exhibit KCH-19) as further clarified by TEP.
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I

9

Payroll Expense

2 Q. What is TEP proposing regarding payroll expense?

3 A. Payroll expense  is  discussed in the  Direct Testimony of TEP witness

4 Frank P . Marino. Mr. Marino expla ins  tha t TEP 's  P ayroll Expense  Adjus tment

5

6

was computed based on the average of O&M wages for the 12 month periods

ended June 30, 2015 and June 30, 2014.34 Using the average O&M wages for

7 these two periods, TEP calculates an incremental two percent (2%) increase for

8 2016 and another two percent (2%) increase  for 2017. The  tota l incrementa l wage

9

10

escalation is added to June 30, 2015 wages to arrive at TEP's adjusted payroll

expens¢_35

Q- What is your assessment of TEP's proposal?

12 A I disagree with TEP's inclusion of a second 2% wage escalation for 2017.

13

14

15

The test period in this case is the twelve month period ended June 30, 2015.

While the merit of the 2% escalation adjustment for 2016 may be arguable in the

context of an historical test period, which is nominally being used in this case, I

16

17

am prepared to accept this portion of the adjustment as a known and measurable

change. However, the second escalator for 2017 extends TEP's pro forma

18 adjustment thirty months beyond the  test pe riod. I be lieve  this  is  fa r too much of

19 a s tretch.

20 Q-

21

What is your recommendation to the Commission regarding payroll

expense?

34 Direct Testimony of Frank P. MUM, p. 31.
as TEfP"s Income - Payvol¥ Expense workpaper.
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l A. TEP's use of a second 2% payroll expense escalator for 2017 should be

2 re jected. pre sent my adjus tment to TEP 's  proposa l in Exhibit KCH-8, which

3 also includes a conforming adjustment to TEP's payroll tax expense adjustment.

4 My recommended adjustment reduces TEP 's  ACC jurisdictiona l revenue

5 requirement by approximate ly $1.222 million re la tive  to TEP 's  filed ca se .

6 Q. Do you have any other concerns regarding TEP's proposed escalation of

7 labor-related costs?

8 A. Yes. My concerns regarding the  esca la tion of short-te rm incentive

9

10

compensation expense  are  discussed in be low. Further, TEP intended to include

esca la tion of 2% for 2016 and 2% for 2017 of its  contribution to employees '

11

12

401(k) plan, and medica l, denta l, vis ion, life  and long-te rm disability costs  in the

revenue  requirement." However, this  adjustment was apparently inadvertently

13 omitted from TEP 's  origina l P ension and Benefits  adjustment. Consis tent with

14

15

my recommendation above  regarding 2017 esca la tion of payroll expenses, I

recommend tha t the  Commission re ject TEP 's  2% esca la tion of benefits  O&M

16 expenses for 2017 because  it is  overreaching. Although TEP 's  benefits

17 adjustment is not in its as-filed revenue requirement, the 2017 portion of TEP'S

18

19

20

adjustment, if adopted, would increase  the  Tota l Company revenue  requirement

by $312,700, and the  ACC jurisdictiona l revenue  requirement by approximate ly

$262,380.37 I recommend against including these  increases in any correction to

21 its  tiling tha t TEP  may offe r la te r in this  proceeding.

22

as Direct Testimony of Frank P. Marino, p. 32.
37 TEP's Income - Pension Bene6ts Revised workpaper, provided in TEP's March 18, 2016 Supplemental
Response to UDR 1.001.
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I Snort-Term Incentive CompensatiOn

2 Q. Please describe TEP's short-term incentive compensation plan.

3 A. All non-union employees a re  e ligible  for the  short-te rm incentive  plan,

4 called the Performance Enhancement Plan ("PEP"). Short-term incentive

5 compensa tion layouts a re  de te rmined by specific PEP metrics. In the  2015 PEP,

6

7

a Net Income goal received the greatest weighting, at 40 percent. A goal related

to O&M Expense containment received a 20 percent weighting. Goals related to

8

9

1 0

11

Equiva lent Ava ilability Factor, S ystem Average  Inte rruption Dura tion Index,

Customer Satisfaction, and OSHA Recordables rece ived a  10 percent weighting

each. TEP reports  tha t its  2014 PEP consisted of simila r metrics and

we ightings ."

12 Q. What has TEP proposed with respect to short-term incentive compensation?

1 3 A. TEP is  proposing to include 100 percent of the PEP expense in rates,

14

1 5

16

based on the average PEP expense for the Test Year and the prior year ended June

30, 2014, including a 2% annual cost escalation assumption applied through

2017.39

17 Q- I n your opinion, is it appropriate to recover the cost of short-term incentive

1 8

1 9 A.

plans in utility rates?

It can be appropriate to recover the cost of short-term incentive plans in

20

21

22

utility rates to the extent that the compensation in such plans is not excessive, and

to the extent the goals of such plans are not tied to utility financial performance,

but rather to goals such as customer satisfaction, operating efficiency, and safety.

as Direct Testimony of Frank P. Marino, pp. 36-37.
39 Direct Testimony of Frank P. Marino, pp. 37-38; TEP's Income - Short Teml Incentive Compensation
workpaper.
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2

3

While  rewarding employees for financia l performance  can be  entire ly appropria te ,

the  responsibility for funding such awards rests  most appropria te ly with

shareholders, who are  the  primary beneficiaries of meeting or exceeding financia l

4 targets.

5 Q. What is your recommendation to the Commission regarding recovery of

6 short-term incentive compensation expense?

7 A. I recommend tha t shareholders fund 40 percent of the  short-te rm incentive

8

9

10

12

13

compensation costs, based on the weighting of the 2015 PEP Net Income goal.

Arguably, the O&M Expense goal also relates to financial performance, but I am

limiting my adjustment to the Net Income goal portion at this time. Similarly to

TEP, I calculated my adjustment based on average PEP expense for the Test Year

and the prior year ended June 30, 2014. However, consistent with my Payroll

Expense adjustment, recommend that TEP's 2% escalation for 2017 be rejected.

14 I present my adjustment to TEP 's  proposa l in Exhibit KCH-9, which a lso includes

15 a conforming adjustment to TEP's payroll tax expense adjustment. My

16

17

recommended adjustment reduces TEP's ACC jurisdictional revenue requirement

by approximately $1.972 million relative to TEP's tiled case.

18

19 Long- Term Incentive Compensation

20 Q. Please describe TEP's long-term incentive compensation program.

21 A.

22

23

24

According to the  Direct Testimony of Mr. Marino, the  long-te rm incentive

("LTI") compensa tion program is  des igned to link a  portion of executive  office rs '

compensation to the  achievement of multi-year financia l results, and serve  as a

re tention tool for executives . LTI awards  consis t of two components '
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1

2

performance units and restricted stock units, each subject to a three-year vesting

schedu1e.40

3 According to the  2015 LTI Tenn S hee t," pe rformance  units  comprise

4 <BE G IN CONFIDENTIAL and restricted stock units  comprise of LTI

5 awards. The  goa ls associa ted with performance  units  a re I

6

7

8 <ENIJ

9 CONFIDENTIAL>, the  inte rests  of s tock awards recipients  a re  na tura lly a ligned

10 with those of shareholders.

11 Fortis  Inc., TEP 's  pa rent company, s ta tes  the  following in its  2015

1 2 Management Information Circular, "Medium- and long-term incentives are

13 granted to align executives' interests with those of Shareholders through

14

15

1 6 Q.

increasing Shareholder value by fostering Common Share ownership and tying

incentive compensation to the value of the Common Shares."42

What is TEP proposing with respect to LTI compensation?

1 7 A. TEP is  proposing to recover the  cost of its  LTI compensa tion program in

18 ra tes, based on the  average LTI expense for the  Test Year and the  prior year

1 9 ended June 30, 2014,

20 Q. Did TEP request recovery of LTI compensation in its last general rate ease?

40 Direct Testimony of Frank P. Marino, pp. 40-41 .
41 See TEP's Response to AECC Data Request 4.10, AECC 4.10- 2015 LTI Term Sheet- Confidential,
provided in Confidential Exhibit KCH-19.
42 Fortis Inc.Notice ofAnnuaI Meeting and Management Information Circular (20March 2015), p. 48.
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1 A.

2

No. TEP  did not request recove ry of LTI compensa tion in its  la s t two

general rate cases. 43

3 Q. What is your recommendation to the Commission regarding recovery of LTI

4 expense?

5 A, I recommend tha t shareholders  continue  to fund the  cost of TEP 's  LTI

6 compensa tion program. As financia l pe rformance  is  the  focus of the  LTI

7 program, the  funding of such awards rests  most appropria te ly with shareholders . I

8 believe  tha t continued exclusion of LTI expense  from the  revenue  requirement is

9 appropria te . I pre sent my adjus tment to TEP 's  proposa l in Exhibit KCH-10. My

10

11

recommended adjustment reduces TEP's ACC jurisdictional revenue requirement

by approximately $1.296 million relative to TEP's filed case.

12

13 Supplemental Executive Retirement Plan "SERP"

14 Q. What is a supplemental retirement plan?

15 A.

16

A supplemental retirement plan, also known as a nonqualified retirement

plan, or a "Top Hat Plan", is any plan that does not meet the requirements of

Internal Revenue Code Sections 401-416 and therefore lacks the tax advantages17

18

19

20

conferred upon qua lified pension plans. Tha t is , it represents  re tirement

contributions beyond what is  included in standard corpora te  re tirement plans.

Typica lly, nonqua lified plans a re  intended to benefit a  se lect group of highly-

21 compensated employees.

22 Q. Did TEP request recovery of SERP costs in its last general rate case?

23 A. No .

43 S ee  TEP 's  Res pons e  to RUCO Data  Reques t 5.2, provided in Exhibit KCH-18.
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1 Q. What is TEP proposing regarding SERP?

2 A. Unlike  its  last ra te  case , TEP is  proposing to include  the  cost of SERP in

3 rates. The SERP expense is included in TEP's Pension and Benefits adjustment.44

4 Q. Do you agree with TEP's proposal to include the cost of SERP in rates?

5 A. No , I do not. Restraint should be shown in asking customers to fund the

6 extraordinary re tirement benefits  re flected in nonqua lified re tirement plans. The

7

8

cost of these exceptional retirement benefits granted to a select group of highly-

compensated employees is most appropriately borne by shareholders, not

9 customers.

10 Q. What is your recommendation to the Commission regarding recovery of

11 SERP expense? r

12 A. I recommend that SERP expense  continue to be  excluded from the

13 revenue  requirement. present my adjustment to TEP 's  proposa l in Exhibit

14

15

KCH-11. My recommended adjus tment reduces  TEP 's  ACC jurisdictiona l

revenue  requirement by approximate ly $0.950 million re la tive  to TEP 's  filed case .

16

1 7 Severance Expense

18 Q .

19 A.

20

21

22

What is TEP proposing with respect to severance expense?

TEP is requesting to recover severance pay of $365,688, of which

$111,835 is capitalized and $253,853 is expensed. TEP justifies this recovery

from ratepayers on the grounds that severance costs are incurred in the ordinary

course of business.45

44 Direct Testimony of Frank p. Marirx PP- 32-33.
is See 'r18p Response to Staff Data request 7.14, provided in Exhibit KcH-18.
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1 Q. Do you agree that inclusion of severance expense in the revenue requirement

2

3 A.

is appropriate?

No. Severance expense should only be incurred if there is a net savings

4 from the  arrangement. In be tween ra te  cases the  sole  beneficiary of the  cost

5

6

7

8

9

10

savings from severance packages is the Company, so the Company has a financial

incentive to offer cost-saving severance packages without recovery from

customers in rates. Moreover, with respect to the ongoing nature of severance

arrangements alleged by TEP, I note that TEP has not incorporated any net

savings from future severance deals in its payroll expense. Therefore, it is not

reasonable to include severance expense in the retail revenue requirement either.

Q. What is your recommendation to the Commission regarding recovery of

12 severance costs?

13 A. I recommend that severance costs be excluded from the revenue

14 requirement. I present my adjustment to TEP's proposal in Exhibit KCI-I-12. My

15 recommended adjustment reduces TEP's ACC jurisdictional revenue requirement

16 by a pproxima te ly $0.218 million re la tive  to TEP 's  filed case .

17

18 Credit Card Processing Fees

19 Q. What is TEP proposing regarding credit card processing fees?

20 A. Currently, TEP customers making credit card payments are charged a fee

21

22

23

of $3.50 per transaction, which recovers 100% of third-party fees for these

transactions. TEP is requesting to reduce the fee charged to customers paying

with credit cards to $1.00 per transaction, and charge the balance of the fees to the
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I Company, for inclusion in operating expenses to be paid by all customers.46

2 Further, TEP  projects  tha t its  reduced credit ca rd fee  policy will result in the

3

4

credit card transaction volume increasing 70 percent over the next three years

(2017-2019)_47

5

6

TEP proposes to include in its revenue requirement the annual cost

associated with the remaining $2.50 per transaction not borne by credit card

7

8

paying customers, based on its projected average annual cost over the 2017

through 2019 period, including the escalating transaction volumes that TEP

9 forecasts I

10 Q. Do you agree with TEP's proposal to change its credit card processing fee

policy and pass the remaining costs onto all customers?

1 2 A. No, I do not. This  problem illustra te s  one  of the  cha llenges in dea ling
\

1 3

14

1 5

with a regulated monopoly. TEP's current credit card processing fee policy may

be an irritant to those customers wishing to pay by credit card, but it properly

aligns the transaction cost incurrence with cost recovery. Most businesses avoid

1 6 annoying their customers with such fees by absorbing the costs of these

1 7 transactions into their bottom lines, but as a  monopoly TEP seeks to transfer dmese

1 8

19

20

costs to all other customers by increasing its requested base revenue requirement.

I do not believe it is appropriate to shift the cost responsibility for these fees by

reducing the fee charged to customers paying by credit card and then passing the

21 remaining costs  onto a ll customers. Moreover, TEP 's  proposa l to recover a

46 Direct Testimony ofDallas J. Dukes, p. 58; Direct Testimony of Denise A. Smith, p. 5.
47 See TEP's Response to RUCO Data Request 5.1, provided in Exhibit KCH-18; TEP's Income - Credit
Card Processing Fees workpaper.
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2

portion of the  escala tion in costs tha t the  Company projects for these  fees over the

period 2017-2019 is overreaching and unreasonable .

3 Q. What is your recommendation to the Commission regarding credit card

4 processing fees?

5 A. I recommend tha t the  entire ty of these  fees continue  to be  pa id directly by

6

7

8

customers  who choose  to pay the ir bills  with credit ca rds . I present my

adj vestment to TEP 's proposa l in Exhibit KCH-13. My recommended adjustment

reduces TEP 's  ACC jurisdictiona l revenue  requirement by approximate ly $3.482

9 million re la tive  to TEP 's  tiled ca se .

10

11 Generation Overhaul Expense

12 Q,

13 A,

What has TEP proposed with respect to generation overhaul expense?

Generation overhauls occur over multi-year cycles. For this reason, the

14 expense incurred in any one test period may not be reasonably representative of

15 going-forward expense . To address this  concern, it is  appropria te  to normalize

16 generation overhaul expense using a  representa tive  time period.

17 TEP evaluates genera tion overhaul expense  using both historica l and

18

19

20

projected data from 2008 through 2024 to determine the frequency of major and

minor overhauls. TEP then uses this information to determine an average annual

overhaul expense using its projected overhaul expenses for the 2016 to 2024

21 period. TEP uses the average annual projected overhaul expense as the adjusted

22 test year value.

23 Q. Do you agree with TEP's approach?
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1 A. No. I do not agree with TEP's use of projected expenses for the 2016 to

2 2024 period because it is far too speculative. Rather, it is preferable to normalize

3

4

generation overhaul expense by using historical data over a multi-year period. An

exception may be appropriate for new facilities for which historical overhaul

5 information is not available.

6 Q. What is your recommendation to the Commission regarding generation

7 overhaul expense?

8 A. I recommend that generation overhaul expense be normalized using the

9 historical period, 2012-2015, with one year of actuals and three years of

10 projections for the  newly acquired Gila  River plant and four years  of projections

11

12

for the  newly-converted Sundt Unit 4 plant. This  adjustment is  presented in

Exhibit KCH-14. This  adjus tment reduces  TEP 's  ACC jurisdictiona l revenue

13 requirement by approximately $1.865 million relative to TEP's filed case.

14

15 Return on Equity

16 Q- What return on equity is TEP proposing?

1 7 A. TEP  is  propos ing a  re turn on e quity ("ROE") of l0.35%. 48 This return

18 represents an increase of 35 basis points over the 10.00% ROE approved in

19 Decision No. 73912, issued June 27, 2013, in Docket No. E-01933A-12-0291.

20 Q. Does AECC support TEP's request?

21 A. No. Please refer to Exhibit KCI-I-15, page 2, which shows the ROEs for

22

23

vertically-integrated electric utilities approved in the United States from January

1, 2012 through December 31, 2012, as reported by SNL Financial. Page 3 of this

is See direct testimonyof Ann E. Buckley, p. 5,
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1 exhibit shows the ROEs for ve rtica lly-integra ted e lectric utilitie s  approved in the

2 country from January 1, 2015 through March 31, 2016, a lso as reported by SNL

3 Financia l.

4

5

The median ROE for this  group was 10.20% in 2012, the  year in which the

last TEP ra te  case  was conducted.49 The 10.00% ROE that TEP was awarded in

6 the last general rate case was 20 basis points below that median. Authorized

7 ROEs in the  e lectric utility industry have  fa llen s ince  tha t time . In the  15 months

8

9

from January l, 2015 through March 31, 2016, the median approved ROE for

vertically-integrated electric utilities was 9/71%. Thus, TEP's proposed ROE of

10 10.35% is  moving in exactly the  opposite  direction of the  trend na tiona lly. If

11 TEP 's ROE were  to be  rese t a t a  ra te  re flective  of the  na tional median, it would be

12 in the  vicinity of 9.70%.

13 Q. If TEP's allowed ROE were to be set at the national median of

14 approximately 9.70%, how would TEP's effective return be impacted by the

15 fair value increment?

16 A.

17

18

19

Unlike  the  vast ma jority of utilitie s  in the  country, the  fa ir va lue  increment

provides  Arizona  utilitie s  with a  premium re turn above  the  nomina l ROE applied

to origina l cost ra te  base . Thus, even if TEP 's  nomina l ROE were  to remain in

line  with the  na tiona l median, TEP 's  e ffective  ROE would actua lly be  somewhat

20 higher, due  to the  fa ir va lue  increment.

49 TEP filed its Application in that case on July 2, 2012 and the Stipulation in that case was filed on
February 4, 2013.
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I

1 Q. In offering the preceding discussion of national trends, are you intending to

2 supplant the Commission's consideration of traditional cost-of~capital

3 analysis?

4 A. No. I fully expect tha t S ta ff, and pe rhaps  RUCO, will file  cos t-of-capita l
6

5 ana lyses  for the  Commission's  conside ra tion, a long with tha t tiled by TEP . My

6 discussion of na tional trends is  intended to supplement tha t analysis.

7 Q. What would be the revenue requirement impact if TEP's ROE were set at

8 9.70%?

9 A. The revenue  requirement impact of se tting TEP 's a llowed ROE equal to

10

11

9.70% is  pre sented in Exhibit KCH-15, page  1. It reduces  TEP 's  ACC

jurisdictiona l revenue  requirement by approximate ly $10.826 million re la tive  to

12 TEP's filed case. [have incorporated an ROE of 9.70% into AECC's overall

13 revenue  requirement recommendations a t this  time, pending further information

14 being presented into the  record by other parties.

15

16 Jurisdictional Demand Allocation

17 Q- What is the role of jurisdictional demand allocation in determining the retail

18 revenue requirement in this case?

19 A. An initia l s tep in de te rmining the  re ta il revenue  requirement is  the

20 allocation of costs between the retail jurisdiction and the wholesale jurisdiction.

21 This is  necessary because  a  portion of TEP 's production plant is  devoted to

22 providing long-tenn sales to wholesale customers. The profits from these sales

23

24

are retained by TEP and are not credited to retail customers, therefore, it is

important that these costs be properly allocated to the wholesale jurisdiction. The
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1 a lloca tion ofjurisdictiona l demand is  the  process  by which the  sha re  of

2 production fixed costs allocated to the wholesale jurisdiction is determined.

3 Q. What has TEP proposed in this case regarding jurisdictional demand

4 allocation?

5 A.

6

7

TEP has proposed to allocate of 4.34% of its production demand costs to

the wholesale jurisdiction. The allocation to the wholesale jurisdiction is intended

to capture test period long-term sales commitments to Navajo Tribal Utility

8 Authority, Toho ro O'odham Utility Authority, and Trice. However, TEP has

9 made adjustments to exclude  from the  jurisdictiona l demand a lloca tion two la rge

10

11

long-term sales contracts, Salt River Project ("SRP") and Shell Energy North

America ("Shell Energy").5°

12 Q. What is TEP's justification for excluding these two long-term sales contracts

13 from the jurisdictional demand allocation?

14 A.

15

16

17

TEP proposes to exclude the SRP contract as a post-test-period adjustment

because it expires in May 31, 2016. Similarly, TEP proposes to exclude the Shell

Energy contract also as a post-test-period adjustment because it expires December

31, 2017.51

18 Q. How are these two contracts treated for ratemaking purposes today?

19 A. The SRP contract was assigned <BEG1N CONFIDENTIAL>

20

END

CONFIDENTIAL> MW ofjurisdictional demand in the last general rate case.52

so TEP's Response to Staff Data Request 3.3, STF 3.3 Jurisdictional Allocation-Confidential, provided in
Conf idential Exhibit KCH-19.
Si Direct testimony of Michael E. Sheehan, p. 41; TEP's Response to AECC DataRequest 7.5, provided in
Exhibi t KCH-18.
52 Docket No. E-01933A-12-0291, TEP's 2011 Jurisdictional Allocation 12-31-11 workpaper.
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1 The Shell Energy contract was not signed until December 12, 2014;53 therefore, it

2 was not included in the  jurisdictiona l demand a lloca tor in tha t case .

3 Q.

4 A.

5

Who is receiving the profits from the Shell Energy sales contract?

Currently, all profits from the Shell Energy sales contract accrue 100% to

TEP and its shareholders. No benefits accrue to customers.

6 Q. How is this ratemaking treatment reasonable, considering that the Shell

7 Energy contract was not included in the jurisdictional demand allocation?

8 A.

9

10

On a standalone basis this arrangement is no t reasonable , given that the

Shell Energy sa les occur from asse ts tha t a re  pa id for by re ta il customers, without

any costs a lloca ted to this  contract. However, the  se ttlement agreement

l l negotia ted in the  last genera l ra te  ("20l3 Se ttlement Agreement") included as part

12 of the  package  a  provision tha t a lte red TEP 's  PPFAC P lan of Administra tion

13

14

15

16

17

("POA") to exclude  a ll margins  from new long-te rm sa les  contracts  from the

revenues credited to customers in the  PPFAC.54 As a  result of this change to the

POA, the  benefits  from the  Shell Energy contract accrue  sole ly to TEP and its

shareholders . I propose  to reverse  this  change  going forward, but I will address

this  issue  separa te ly in my testimony.

18 Q. Does TEP propose to recognize margins from the Shell Energy contract in

19 th e  PPFAC g o in g  fo rward ?

20 A. Yes. In combina tion with excluding the  S he ll Ene rgy contract from the
¥

21 jurisdictiona l de ma nd allocation, TEP is  propos ing to recognize  $2.7 million in

ss Direizt testimony of mnhaei 8. Sheehan, p. 41.
54 Docket No. E~0!933A»~12-0291, February 4, 2013 Settlement Agreement, paragraph 6.2; Attachment C.
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1

2

projected margins from this contract in 2017 base fuel and purchased power

Q0Stg_55

3 Q. What is your assessment of TEP's proposed jurisdictional demand allocation

4 in this case?

5 A.

6

7

8

9

10

1 1

12

13

14

15

1 6

I do  not obje c t to  TEP 's  a djus tm e nt to  re m ove  the  S RP  contra c t,  e ve n

though it wa s  in  e ffe c t during the  te s t pe riod, be ca us e  the  contra c t e nds  within

twe lve m onths  of the  conclus ion of the  te s t pe riod a nd the re  a ppe a rs  to  be  little

like lihood  tha t it will be  re ne we d .  Howe ve r,  I re com m e nd  a ga ins t TEP 's

e xc lus ion  of the  S he ll Ene rgy contra c t from  the  juris d ic tiona l de m a nd a lloca tion .

Not only wa s  th is  contra c t in  e ffe c t during  the  te s t pe riod ,  it will re m a in  in  e ffe c t

until the  e nd of 2017 - two a nd a  ha lf ye a rs  be yond the  e nd of the  te s t pe riod.

More ove r,  pe r the  te rm s  of the  cha nge  in  the  P OA dis cus s e d a bove ,  TEP  will be

the  s o le  be ne fic ia ry of the  m a rgins  from  th is  contra c t until 2017,  whe n TEP

propos e s  to  a pply the  e xce ption to  the  a dopte d P P FAC tre a tm e nt (dis cus s e d

a bove ) tha t would re cognize  the  m a rgins  from  this  contra c t in  ba s e  fue l a nd

purcha s e d powe r cos ts .

17

18

19

20

21

22

23

In  m y vie w, the  e xpira tion  da te  of the  contra c t is  too  fa r forwa rd  to  jus tify

e xc lus ion  from  a  te s t pe riod  e nding  J une  30 ,  2015.  Be twe e n now a nd the

e xpira tion da te ,  the  contra c t could  be  e xte nde d or re pla ce d with  a  ne w long-te rm

contra c t to  a nothe r pa rty which  a ls o  would  not be  inc lude d in  the  juris d ic tiona l

de m a nd a lloca tion . .  a nd the  profits  from  a ny s uch re pla ce m e nt contra c t would

flow e xc lus ive ly to  TEP  pe r the  cu rre n t te rm s  o f the  P O A.  More ove r,  ha ving

s ucce s s fu lly cha nge d the  P P FAC tre a tm e nt of m a rgins  from  ne w long-te rm

as  Direc t tes timony of Michae I E. S heehan , p . 41 .
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I contracts, such as the Shell Energy contract, to its advantage, TEP's proposal to

2 now exclude  the  She ll Energy contract from the  jurisdictiona l demand a lloca tion

3 strikes me as "cherry-picking," which is  unreasonable  and should be  denied.

4 Q.

5 A.

6

7

8

9

10

What is your recommendation regarding jurisdictional demand allocation?

TEP's proposal to adjust the jurisdictional demand allocation to remove

the Shell Energy contract should be rejected. Shave prepared an adjustment that

recalculates the jurisdictional demand allocation factor after assigning the demand

associated with this long-term contract to the non-ACC jurisdiction. My

adjustment also reverses the $2.7 million credit to customers proposed by TEP for

2017 base fuel and purchased power costs.

11 Q. What is the revenue requirement impact of adopting your jurisdictional

12 demand allocation adjustment?

13 A.

14

The revenue requirement impact from my adjustment is  presented in

Exhibit KCH-16. This  adjus tment reduces  TEP 's  ACC jurisdictiona l revenue

15

16

requirement by approximate ly $14.043 million re la tive  to TEP 's  filed ca se ,

inclusive  of the  reversa l of the  $2.7 million credit to customers proposed by TEP

17 for 2017 base  fuel and purchased power costs.

18

19

20 Q-

Headquarters Bufiifing

What has TEP proposed with respect to recovery of the costs of its

21

22 A.

23

headquarters building?

TEP has spent approximately $98.7 million related to construction of, and

upgrades to, a relatively new headquarters building constructed in downtown
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l Tucson in 2011.56 TEP is proposing to include  the  cost of the  headquarters

2 building in ra te  base , where  it would am a  re turn a t the  Company's  we ighted

3

4

average cost of capital. TEP would also recover the depreciation expense and

ongoing operations expense in its proposed revenue requirement.

5 Q- How is the headquarters building treated in current rates?

6 A. In the last general rate case, in addition to recove ry of expenses , TEP

7 proposed to include  the  headquarte rs building in ra te  base  where  it would earn a

8 re turn a t the  Company's  we ighted average  cost of capita l. On beha lf of AECC, I

9 objected to that treatment and recommended instead that TEP be allowed to

1 0

1 1

12

1 3

recover its costs, but that the  re turn on its capita l invested in the  new headquarters

building should be  limited to the  cos t of long-te rm debt. My proposa l to limit the

re turn on the  headquarte rs building to the  cost of debt was incorpora ted into the

2013 Settlement AgreeMent in tha t case  which was approved by the  Commission.

14 Q. Do you agree with TEP's proposal to change the recovery of costs associated

15 with its headquarters to reflect a return at the weighted average cost of

1 6 cap ita l?

1 7 A.

18

No, I do not. While  corpora te  facilitie s  a re  obviously necessa ry to conduct

business , TEP  had corpora te  facilitie s  prior to the  construction of the  new facility,

1 9 albeit less desirable. I believe it is reasonable to ask whether significant outlays

20 on new corporate headquarters constitute the type of "investment" that utilities

21 should be incanted to make on par, s ay, with inves tments in dis tribution,

22 generation, and transmission that provide direct benefits or service to customers.

23 In TEP 's case , customers a re  be ing asked to provide  the  Company with an equity

"TOP Response to AECC DataRequest 15.1 , AECC 15.1 Support,provided in Exhibit KCH-18.
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1

2

return on an expensive building" that will not provide or deliver a single

kilowatt-hour to customers. It is fair to ask whether this type of growth in rate

3

4

5

base should be encouraged and rewarded.

In my opinion, it is not reasonable for TEP customers to pay the Company

a return on these discretionary expenditures that is comparable to the return on

6 investment in an asset that is more necessary to the provision of electric service.

7 Rather, just as in the  last ra te  case , I propose  that TEP be a llowed to recover its

8 costs and a return on its capital invested in the new headquarters building, but not

9 a t the  leve l of re turn a llowed for its  other asse ts  in ra te  base . Instead, recovery of

10

1 1

the headquarters expenditures - plus a carrying charge equal to the cost of long-

tenn debt - is a more appropriate cost recovery treatment. believe this is a

12 proportiona te  approach tha t would fully re imburse  the  Company for its  costs  plus

13 a  reasonable  cost of capita l without unjustly enriching the  Company for having

14 made this expensive  discre tionary expenditure .

15 Q. What is the revenue requirement impact of adopting your proposed

16 ratemaking treatment for the new headquarters building?

17 A. The  revenue  requirement impact of limiting TEP 's  re turn to the  cost of

18 long-te rm debt for its  headquarte rs  building is  pre sented in Exhibit KCH-17. This

19

20

adjustment reduces TEP's ACC jurisdictional revenue requirement by

approximately $3.552 million relative to TEP's filed case.

21

22

sv As Staff witness Ralph C. Smith pointed out in TEP's last general rate case, the per-employee cost of the
new headquarters was 77% higher than the per-employee most of TEP's previous headquarters. Docket No.
E-01993A-12-0291. Direct Testimony of Ralph C. Smith, p. 24.
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1 P P FAC REVENUE-RELATED IS S UES

2 Q.

3 A.

What PPFAC revenue-related issues are you addressing?

I am addressing two revenue-related issues: (1) the lack of a risk-sharing

4 mechanism in the  PPFAC, and (2) the  trea tment of margins  from new long-tenn

5 contracts.

6 Q. What is your general view regarding a risk-sharing mechanism in the

7 P P FAC?

8 A. Although a  risk-sharing provis ion is  lacking in the  current PPFAC, I am

9 recommending in this  case that the  Commiss ion approve such a  sharing

10 mechanism.

l l Q- Why do you believe a risk-sharing mechanism is an important feature of a

12 fuel adjustor? \

13 A. A risk-sharing mechanism is  essentia l to keep cus tomer and Company

14

15

interests aligned. Under the current PPFAC, TEP simply passes through 100% of

changes in base fuel and purchased power costs in between rate cases to

16 customers I This  type of 100 percent cos t pass-through serious ly reduces  a

17 utility's incentive to manage its fuel and purchased power costs as well as it

18 would manage  them if it remained exposed to the  energy com risk. It is  axiomatic

19

20

that when a  firm s tands  to gain or lose  from its  cos t management decis ions , the

pursuit of its  economic s e lf-inte res t gives  it a  powerful incentive  to pe rform well

21

22

in managing its costs. I strongly recommend against continuing with a PPFAC

design that fails to incorporate this natural economic incentive.

23 Q. But aren't energy costs largely outside a utility's control?
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l A. Absolutely not. The utility's energy costs are completely out of the

2

3

4

customers' control, but not of the utility. Utilities are not mere passive bystanders

when it comes to managing power costs. Every hour of every day, utilities need

to be managing the dispatch of their systems to achieve minimum costs, subject to

5 the  re liability constra ints  under which they opera te . This  requires  a  sophistica ted

6 approach to managing utility-owned resources, as well as conducting a large

7

8

9

10

volume of transactions - purchases and sales - throughout the year. The depth

and breadth of this around-the-clock dispatch and balancing requirement is so

extensive that it is inadvisable for regulators to rely solely on after-the-fact

prudence audits to ensure sound utility cost-management performance; rather it is

11 fa r preferable  for the  Commission to harness the  na tura l economic se lf-interest of

12 the company to incentivize the desired behavior of ensuring sound utility cost-

13 management performance.

14 Q. Are there other aspects of managing fuel and purchased power costs that are

15 important besides optimizing system dispatch?

16 A. Yes. In addition to hourly dispa tch, TEP  ente rs  into numerous

17 transactions throughout the course of the year that impact its fuel and purchased

18 power costs, such as short- and long-term purchases and sales and fuel

19

20

procurement. For example , TEP  transacted for nea rly 3.5 billion kilowa tt-hours

short-te rm power purchases in 2015, va lued a t over $102 million, consummated

21

22

with more  than 50 counte rparties . The  Company a lso made  more  than 4.5 billion

kilowa tt-hours  of short-te rm sa le s  in 2015, worth more  than $129 million,
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I transacted with more  than 40 counterparties.58 It is  critica l tha t TEP have  the

2 proper incentives for these transactions to produce the greatest possible net

3 benefit to customers. This  incentive  is  most e fficiently implemented by a  regime

4 in which TEP s hares in the  benefits  and ris ks  o fits  decis ions.

5 Q. How else do incentives play a role?

6 A. Incentives a lso play an important role  with respect to the  C.ompany's  own

7 opera tions. For example , it is  important for TEP to schedule  plant maintenance  in

8 a  manner tha t takes into account the  impact on power costs . By scheduling

9

10

1 1

12

1 3

1 4

outages when replacement power is likely to be less or least expensive, the

Company is able to control its power costs. A sharing mechanism gives the

Company an economic incentive to take proper account of power costs when

Scheduling outages. Further, under a sharing mechanism, if the Company

experiences forced outages that are more frequent or of greater duratioN than is

reasonably projected in rates, the Company shares in the economic consequences

15 of these events. Likewise, if forced outages are less frequent than had been

1 6 reasonably projected, the  Company shares in the  benefit of such superior

1 7 performance . None  of this  occurs  with a  100% pass-through to customers.

1 8 Q.

1 9 A.

20

Does TEP hedge a portion of its fuel and purchased power costs?

Yes. When a utility hedges its fuel and/or purchased power costs, it is

effectively locking in the cost of fuel and/or purchased power that is expected to

21 be  consume d in the  future . <BEGIN CONFIDENTIAL

22

23

so Source: TEP 2015 FERC Form 1. pp. 310-11, 326.27.
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l 8<En19

2 CONFIDE NTIAL>

3 So while  it is  correct tha t utilitie s  do not control the  marke t price  of na tura l

4

5

gas, for example, it is nevertheless the case that a utility's decisions in executing

its natural gas hedging strategy (e.g., timing, magnitude) have a large influence on

6 the cost of gas that it ultimately incurs and the fuel costs that are passed on to

7 customers.

8 Q- If TEP locks in forward fuel prices at prices that later decline, how are these

9 costs treated for ratemaking purposes?

10 A. In a  general ra te  case , under the  current operation ofthe  PPFAC, if the

1 1 hedged price exceeds the projected market price, the difference is included as a

12 component of fuel cost for full recovery from customers, subject only to prudence

13

14

15

cons idera tions . Converse ly, if the  hedged price  is  be low the  projected marke t

price , this  difference  is  credited agains t the  fuel cos t recovered from cus tomers .

In between rate cases , these differences  are included in the PPFAC, and passed

16 through 100 percent to cus tomers .

17 Q. How does your proposal to introduce risk sharing in the PPFAC affect the

18 sharing of risks related to TEP's hedging decisions?

19 A. Under the  current arrangement, there  is  no risk whatsoever to TEP from its

20 hedging decis ions : short of a  prudence  disa llowance , 100 percent of the  risk from

21 TEP's hedging decisions is borne by customers.

22 Under my proposal, if TEP's hedges tum out to cost more than was

23 projected at the  time of the  general ra te  case, the  Company shares  in this  cos t,

as Source: Confidential TEP Response toUDR L098.

HIGGINS  /42



1 simila rly, if the  Company's  hedging decisions prove  to reduce  fue l costs  be low

2 what was projected in the general rate case, TEP shares in this gain.

3 Q~ Do you believe that the threat of a prudence disallowance is sufficient

4 incentive to fully align utility and customer interests in managing fuel costs in

5 between rate cases?

6 A. No . In my view, the  threa t of a  finding of imprudence  following an a iie r-

7 the-fact audit is not a good substitute for a utility having "skin in the game" when

8 it comes to managing its  fue l costs . A finding of imprudence  essentia lly requires

9 a  de te rmina tion tha t a  utility acted unreascmahly in its  power cost management.

10

12

13

14

15

In contrast, a risk-sharing mechanism structured such that each and every

transaction affects the Company's bottom line, provides an incentive for the

Company to get the best possible deal from every transaction. Striving to get the

best possible deal from every transaction is different from simply not behaving

unreasonably. Getting the best possible deal is a more exacting and efficient

aspiration. A well-crafted sharing mechanism supports this objective.

16 Q. Do other utility commissions in the Western United States require a sharing

17

18 A.

mechanism as part of power supply adjustors?

Yes. Oregon, Washington, Idaho, Montana and Wyoming have each

19

20

adopted sharing mechanisms that apply to electric utility power cost adjustors

approved in those states.

21 Q. Please describe the sharing mechanisms used in these other states.

22 A.

23

24

In Oregon, the  power cost adjustors  of both Pacific Power and Portland

Genera l Electric are  subject to an asymmetrica l dead band ranging from negative

$15 million to pos itive  $30 million on Ore gon jurisdictiona l ba s is . The  utility
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1 absorbs or retains power cost variances within the dead band. Outside the dead

2

3

band, a 90/10 sharing mechanism applies, with customers absorbing 90% of

incremental costs above the dead band and receiving 90% of the benefits below

4

5

the dead band. Further, recovery through the power cost adjustors is subject to an

earnings test, with zero recovery or refund if the utility's actual ROE is within

6

7

8

9

In Pacific Power's Washington jurisdiction, the power cost adjustor is

subject to a $4 million dead band. Asymmetrical sharing bands apply for net

power cost variances between $4 million and $10 million, with 50/50 sharing

10 applying to positive variances (net power cost under-recovery) and 75%

12

13

customer/25% utility sharing applying to nega tive  variances (ne t power cost over-

recovery). Ne t power cost va riances exceeding $10 million a re  subject to a

symmetrica l 90% customer/10% utility sharing provision.61

14

15

The latest version of Puget Sound Energy's power cost adjustor in

Washington, effective January 1, 2017, includes a $17 million dead band. For

16

17

18

1.9

20

variances between $l7 million and $40 million, 50/50 sharing applies to positive

variances and 65% customer/35% utility sharing applies to negative variances.

For variances exceeding $40 million, 90% customer/10% utility sharing applies.62

Rocky Mountain Power's Idaho power cost adjustor contains a 90%

customer/10% utility sharing mechanism for most components63, and Montana-

so Pacific Power's Oregon power most adjustment mechanism was adopted in OR Docket No. UE-246,
Order No. 12-493 (December 20, 2012). Portland General Electric's power cost adjustment mechanism was
adopted in OR Docket Nos. UE-180/UE-181/UE-184, Order No. 07-015 (January 12, 2007). The current
mechanism is described in Portland General Electric's Schedule 126.
61 WA Dockets UE-140762, et al., Order 09 (May 26, 2015).
Hz WA Dockets UE-130617, et al., Order ll (August 7, 2015), Attachment A to Settlement Stipulation.
ea ID Case No. PAC-E-l5-09, Order 33440 (December 23, 2015).
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1

2

Dakota  Utilitie s  Co.'s  power cost adjustor in Montana  a lso conta ins  a  90/10

sharing mechanism.64

3 A 70% customer/30% utility sharing provision was adopted for Rocky

4 Mountain Power's Wyoming power cost adjustor in 2011.65 In its most recent

5 Wyoming general rate case, Rocky Mountain Power proposed to replace the

6 70/30 sharing provision with a  100% pass-through to customers . However, the

7 Wyoming commis s ion rejected Rocky Mounta in P owe r's propos al, retaining the

8 70/30 sharing provision in order to incant the  utility to improve  its  base  ne t power

9
66cost forecasts and control net power costs.

10 Q- In your opinion, does the 70/30 sharing arrangement ordered by the

11 Wyoming commission strike a reasonable balance between utility and

12 customer interests?

13 A. Yes, it does. This  sharing ra tio places the  substantia l majority of

14 responsibility for recovering base fuel cost deviations on customers, but it

15 meaningfully a ligns utility and customer inte rests  through shared benefits  and

16 costs,

17 Q- Should this Commission consider adopting the 70/30 sharing provision as

18 utilized in Wyoming?

19 A. Yes. 1 encourage the Commission to consider adopting the 70/30 sharing

20 provision tha t was approved in Wyoming, ra ther than re ta ining the  current 100/0

21 approach.

M Montana-Dakota Utilities Co.'s Fuel and Purchased Power Cost Tracking Adjustment - Rate 58.
es WY Docket No. 20000-368-EA-10, Memorandum Opinion, Findings and Order (February 4, 2011).
as WY Docket No. 20000-469-ER-15, Memorandum Opinion, Findings of Fact, Decision and Order
(December 30, 2015), p. 32.
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1 Q. Turning to the second PPFAC-related topic you are addressing, what is your

2 general view concerning the treatment of margins from long-term contracts

3 in a fuel adjustor?

4 A. If a  long-te rm sa les contract is  not assigned fixed production cost

5 re sponsibility in the  de te rmina tion of inte r-jurisdictiona l demand a lloca tion, then

6

7

8

9

10

the margins from those sales should be credited to customers in the same

proportion as any sharing mechanism generally applicable to the fuel adjustor.

So, for example, under the current PPFAC, which has no sharing mechanism,

i00% of the margins from new long-term contracts that go into effect in between

rate cases properly should be credited to customers, because such new long-term

11 contracts would not be  a llocated any demand costs in the  preceding general ra te

12 case . By the  same token, if a  70/30 PPFAC sharing mechanism is adopted, then

13 70% of the  margins should be  credited to customers, consistent with the  split of

14 the  overa ll sharing mechanism.

15 Q. What has been the recent history regarding the treatment of margins from

16 long-term contracts?

17 A. Prior to the  last genera l ra te case, the  margins from a ll wholesa le

18 transactions, irrespective of the duration of the contract, were credited to

19 customers in the  PPFAC, except for the  margins from those  long-term contracts

20 tha t were  used in the  ca lcula tion of the  jurisdictiona l demand a lloca tion. The

21 exclusion of these la tter margins made sense because those long-term contracts

22 were allocated a share of system production demand costs.

23 But in the  last general ra te  case , TEP proposed to change the  POA in a

24 way tha t assigned 100% of the  margins from new contracts longer than one  year
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1

2

3

to the benefit of shareholders rather than customers. On behalf of AECC, I

strongly opposed this change. However, this provision was included in the 2013

Settlement Agreement approvedby the Commission in that case, which AECC

4 supported as a package.

5 Q, What is your recommendation to the Commission regarding the treatment of

6 margins from long-term contracts in this proceeding?

7 A. With the filing of this general rate case, this issue should be re-examined.

8 In general,all revcmles foam wh01eWe Was. in°¢spc¢¢ive pit term. should be

9 gggdigggl against fiael and purclulnessad pszawur costs and. included.inH14 PEEMZ,

10 unless such sales are allocated a share of system costs. Consequently, the change

l l in the POA approved in the last general rate case that shifted all the benefits from

12

1 3

new long-term contracts from customers to shareholders should be reversed.

The generating resources that are used to make these sales are paid for by

14

1 5

16

17

1 8

19

TEP customers. Consequently, in between rate cases, 100% of the margins from

new long-term sales should be included in the PPFAC. I f my proposal for risk

sharing is adopted, 70% of the margins from new long-term sales (in between rate

cases) should be credited to customers in the PPFAC and 30% to TEP. If my

proposal for risk sharing is not adopted, then 100% of the margins should be

credited to customers in the PPFAC.

20

21 ENVIRONMENTAL COMPLIANCE ADJUSTOR

22 Q-

23 A.

24

What is the Environmental Cost Adjustor ("ECA")?

The ECA allows recovery, with a cap, of government-mandated

environmental compliancecosts. Specifically, it allows TEP to pass through to
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l customers in be tween ra te  cases the  incrementa l costs of its  qualifying

2 environmenta l compliance inves tments , including re turn on investment,

3 depreciation expense, taxes and associated O&M cost. The ECA was initiated

4 pursuant to the 2013 Settlement Agreement approved in the last general rate case.

5 The cap is  se t a t 0.25% of TEP 's tota l re ta il revenue .

6 Q. What has TEP proposed with respect to the ECA in this case?

7 A. TEP is proposing to double the cap to 0.50% of retail revenue. According

8

9

to TEP witness Craig A. Jones, this change would increase revenues recovered

through the ECA from $2 million to $4 million per year.67

10 Q. Do you agree with TEP's proposed doubling of the cap?

11 A. No. The ECA was included in the 2013 Settlement Agreement as a

12

13

compromise . Many pa rtie s , including AECC, opposed the  adoption of the  ECA

in the  firs t instance , but a  s ignificant conside ra tion in a llowing the  ECA to be

14

15

included in the 2013 Settlement Agreement was the negotiated cap and its agreed-

upon magnitude. I recommend against continuation of the ECA unless the

16 specific cap of 0.25% of TEP 's  tota l re ta il revenue  is  re ta ined. Otherwise , the

17 ECA is  an example  of unwarranted single -issue  ra temaking.

18 Q- What is single-issue ratemaking?

19 A. Single-issue ratemaking occurs when utility rates are adjusted in response

20 to a  change  in cost or revenue  items considered in isola tion. S ingle-issue

21 ra temaking ignores the  multitude  of other factors tha t otherwise  influence  ra tes,

22 some of which could, if properly considered, move  ra tes  in the  opposite  direction

23 from the single-issue change.

67 Direct testimony of Craig A. Jones, p. 81.
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2

3

4

5

When regula tory commissions determine the  appropria teness of a  ra te  or

charge that a  utility seeks to impose on its customers, the  standard practice  is to

review and consider a ll re levant factors, ra ther than just certa in factors in

isola tion. Considering some costs  or revenues in isola tion might cause  a

commission to a llow a  utility to increase  ra tes to recover higher costs in one  area

6 without recognizing counterba lancing savings in another a rea . For example , the

7 proposed ECA would allow TEP to cam a return on its new investment and

8 charge customers for depreciation expenses associated with that new investment

9 without recognizing tha t its  easting ra te  base  would have  deprecia ted to a  lower

10

1 1

12

value  a t the  time  the  ECA is  charged to customers. In my opinion, the  proposed

ECA is a  classic example  of an applica tion of single-issue  ra temaking tha t is  not

in the  public inte rest. I recommend tha t the  ECA be  te rmina ted unless it is  capped

13 at the previously-negotiated 0.25% of TEP's total retail revenue.

14 Q. Does this conclude your direct testimony?

1 5 Yes, it does.A.
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As Adj used by AECC

Exhibit KCH-1

Page 1 off

Summary of AECC Revenue Requirement Adjustments
Tu!ylar Ended Juno 30, 2015

(Thouaamia of Dollar)

Lim
No.

Description

Adjust Rota Base

Adjusiud Operating Income

umm ram al num (Lm. 2 * Lm. 1)

Orlglnal Casi

$1,889,542

110,a44

5.51%

(l)&(b)

(¢)

Aocaunsawuen

RCND

$3,549,667 w t )

8110,au (°)

3.12%

Far Value (FV)

$2,789,815

$110,844

4.410%

Roqulnd Oparadng Incas on OCRB Q WACC
Requlnd Realm on FV Incnmsnt
Raquirnd Opening lncema

5139.527
s12,1ss

£155,801

$139,521
512,188

_ .

$139,521
s1z,1ee

s fsmtn

Wnlghwd Average Cost of Capful
Falr Value Adlushnam
noquxna nuns or xcusm ALI\. s * Ln. 1)

1.o1v.
0.58%
1.sn.

(¢)

(6)

1.191%
-2.71%
in.

1.01%
-1.171
in.

$39,151

a s (1)

ss4,4so

(83,552)

vnu-
sw.v4 rwe-rn m*nunuul

(9)

1

2

3

4
s
s

1
a
9

lo

11

12

13

14

15

is

17

is

is

2D

Operating Income Deficiency (Ll\. s .. Lm. 2)

Gloss Revenue Conversion Factor

Increase In Gmc: Revenue Requlremem (Ln. lo x Lm. 11)

AECC Recommended Rnum on HeadquaNen Ad)ustment

NG( Increase IN Guess Kwsnue nequmemem (Ln, 12 O Lm. 13 4- UI. 14)

Adjusted Present Recall Revenues

l-'enconr orange mom ywsanl non. (Ln. la + LIL 15)

TEP Claimed Revenue Deficiency

lm* rnrcem orange Irons YIBIBIII new. (LII. 18 * LII. 161

AECC Change from TEP clalmee Revenue Deficiency (Lm. is - Lm. 18)

AECC Percent Change from TEP Clalmed Revenue Dellclency (Lm. 11 - Lm. 19)

l

$39,157

m u : Ce)

$54,489

(93,552) (f)

;su,u4l

$909,303

6.10%

$109,534>

12.05%

(548,587)

4.34%

$as,151

1.8228 (-)

ss4,4s9

($s.s52)

s60.:-l41

s9os,sa:

6.70%

$109,534

12.05%

( s a w )

-5.34%

$909,808

G.70%

s109,534

12.05%

(548,587)

4.34%

S\lnDortlnqSchl4ul¢s/Exhlblt:
(I) TEP Schedule B-1
(b) Aecc Exmbn KcH-1. p- 1
(q AEcc Exhlbn KCH-1, P- 4
(4) TEP Schnduls D-1
(0) TOP Schedule ca
m Ask Exhlbli KCH-17, P- 1
(9) TEP Schldulsc-a



As  Filed by TEP

Exhibit KCH-1

Page 2 of7

Summary of AECC Revenue Requirement Adjustments
Tut Year Ended June 30, 2015

(Thousands M Dollars)

L lm
No. Description onqmu Cos:

cocnsl

1

z

3

Mlushd man Sue

Adjusted Opcratlng Income

Cunem Rats of Return (Ln. 2 + Lm. 1)

$z,104.s1a

$ss.se1

4.67%

(al

<b>

Acc Jurisdiction

RCND

$a,1z1,lao

$9a,3a1

z.s4°A

(I)

(b)

Fall Value (FV)

$2,911,219

$98,381

a.ss%

4
5
s

Roqwred Oporatlng Income on OCRB Q WACC
Requlle6 Return on FV Incnmcm
Required Operating lncoma

$154,416
$11,482

$1s5,ssa

$154,416
$11,482

$165,895

$154,415
511,42 l

$1s5,8d

Weighted Averaqc Cost of Capital (wAce)
Falr Value Adjulhnint
Required Rat! of Return (Ln. G + Lm. 1)

734°/»
0.54%
.

(¢)

(¢)

1.34%
-z.aa%
me-/.

we

1
s
9

10

11

1 :

13

14

Operating Incant DeEchn4:y (Lm. s - Ln. 2)

Gross Rawenus Conversion Fader

Mann- In Gmu Revenue Roquinmunt (Lm. 10 x Lm. 11)

Adjusted Pr-nt Rctlil R¢venuas

Paloont Change from Preunt Revs. (Lm. 12+ Lm. 13)

$67,511

1.5123

$109,534

$9091325

12.05%

In

$51,511

1.8223 (4)

5109.534

sao4a,szs

12.o5%

$s1.517

man: (4)

$169,534

$909,825

12.05%

Supoordng $chodulu
(|) TEP Schedule B-1
(b) TEP Schcduls C-1
(c) TEP Schedule D-1
(d) TEP Schedule C43
(e) TEP Schedule H-1

7.34%
-1.5414
5.69%



Exhibit KCH-l
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Summary of AECC Proposed Cost of Capital
T081 Year Ended Juno30, 2015

(1'l\o1nands of Dollars)

Lina
No.

capra Soured

AECC Pwnosod

Cap"/illZldON

Amount Percent CodRlh W0lghled Cost
cf cay

( - )

1
2
3
4

Shan-Tom Debt
Long-Tom NM - Not
Caclunon Stock Equity

nun calm

N/A
1,441,sss
1,44a,s10

.1 $z.ass,zse

NIA
49.97%
5ao3%

-.-mm

NIA
4.32%
9.70%

NIA
2.16%
4.85%
7.o1%_

TEP Pvonogod . and d nu P01106 (bl

5
s
1
s

shop-mm DON
Long-Tum Debt - Not
Common Stock Equity

nun capful

so
$1,441,€56
1_443.s10

. . z.sa5.2s6__

0.00%
49.87%
50.03%

100.00%

0.00%
4.32%

10.35%

0.00%
2.16%
5.18%
1.34%

Sllunwlna Sclnaulnlixflihha
(al AECC Emma KCI-I-15
(al rers¢n¢4uun~1,p. 1 on
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EXHIBIT KCH-2



Exhibit KCH-2

Page 1 of 2

AECC Bonus Tax Depreciation Expense ADIT Adjustment

Total Company Jurisdictional

Line
No.

AECC
Bonus Tax

Dear. ADIT
Adjustment

000

(a)

AECC
Bonus Tax

Dear. ADIT
Adjustment

(soon)

(b)

Line

1
z
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

I
2
3
4
s
6

7
8
9

10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes 0tl\er than Income
Income Taxes

Total Operating Expenses

0
0
o
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0

106
106

7
8
9

10
l l
12
13
14
15
16
17

18 Operating Income 0 (106) 18

19 Rate Base - Original Cost (15,887) (12,814) 19

20 Rate  Bas e  - RCND (34,299) (27,664) 20

21 Gross Revenue Conversion Factor 1.6223 (c> 21

22 Operating Income Revenue Requirement Impact (-Ln. 18 x Lm. 21) m 22

23 OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Lm. 21) (1,525) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19,Lm.20]- Lm.19x 1.42% x Ln. 21) 24

25 Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24)

(171)

Zs

Suppnrling2f:}1 dules4IJ¢\!a#Santee
(a) & (b) TEP Rev Red Model _ Am cc we
(c) TEP Schedule C-3

llllll



Exhibit KCH-2
Pages of 2

AECC Bans Tax Depreciation Expense ADIT Adjustment

I Alcfluennulnd' I l nccaai-w--1

lbs
No. Nm-ilal-¢

n u
Curvy
A-ua

A x
amara¢uul

Tall
COIIIIHU
An-nu

"'*"*w°°°"
ACC

auuau-u
Alleitl
NN!!

of

A x
I l i ld i t l l l

Anne
ll)

n u
C-nw
A-ul

m

Acc
R a m a n

Alla!!!
haul!

10 (4) <n

As:
hrideicdl
Aida.

_hunt
m

Acc
J-saab-A

Al i
(Lr)

i n c
Ann
(»»
we
Eu
t o

sum
wean

40.46%
so60%
97,l8%

saws
uses
w as

(u)

I AnwnulzlallldDdlnélnnunnsflmt(-§171'l')
2 Annwlhlildbskvldlucam¢Tlc!(ADtl')-04\u'Pluoum
3 Aewlnuhi1dDldl'udll\enlnuT\1w(ADl'l')-Othe1

n u n n

($l68,99J.l'1°)
$19,241,43I
853,043,022

(S98.639,un
9rt.1s% __.

l!l36JA6,7\4)
s1s,S\9.xs9
umw5n

m u r vy n

( $l' l$, l2l. l9¥)
n\ J 14 . sos
351,043,022

($81,7§l,668)

<x\4l.24s,4s8)
: a s . n w 4
w>,6u4,$1¢

($5lJOl.6l5)

(5)

s6.197.m
t:az,oss,o11)

so .
6xs,av.4v:>

m u m
(Sl7,ll2,l9S)

so
($l2,l\4,l72)4

I. DuuSo\lu: ~rnl=»»¢»Au:co-un4»¢¢n¢.u.
z. lluuiouue TlPPn|u'lal»olas-Meuluhlalhdenni TmuWadm .

\

I



EXHIBIT KCI-I-3



(43)

Exhibit KCI-I-3

Page 1 of 2

AECC Sundt & San Juan 2 Material & Supplies Regulatory Asset Adjustment

Total Company Jurisdictional

Lin e

M

AECC
Sundt & San
Juan 2 M&S
Adjustment

($000\

(8)

AECC
Sundt & San
Juan 2 M&S
Adjustment

¢so00\
(b)

Line

M

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

1
2
3
4
s
6

7
8
9
10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
o
0
(1
G
U
0

0
0
0
o
0
0
0
0

3 _
3

7
8
9

10
l l
12
13
14
15
16
17

18 Operating Income 0 18
4 k

19 Rate Base - Original Cost (409)

(3)~.
(409) 19

20 Rate  Bas e  - RCND (409) (409) 20

21 Gross Revenue Conversion Factor 1.6223 (¢) 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Lm. 21) 5 22

23 OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21) (49) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 201- Lm. 19 x 1.42% x Lm. 21) 0 24

25 Total Revenue Requirement Impact (Ln. 22 + L . 23 + Lu. 24)4 25

so 1
ca) & Cb) TOP on Red mikael _ A s k  w e

(¢) Mr Schedule c-3



Exhibit KCH-3
Pages of 1

AECC Slut & San Juana Material 8: Supplies Regulatory Asset Adjustment

i n
No. Daudpiqq

Inc
Acc!
no

Tau!
Cunauur
Annum

r n m ' " | 4 |

ACC
Una Jlrlldl¢liellM ACC

Camp-y Alaalitn .hlisdidalal
Almnn hweult Amman

to)

An cc lnulluhd

ACC
llrlldldinul ACC

Alumni- Jnrlldkdulal
Perot Amman

(0)

Ali: A4ti1lwl¢l*

ACC
Tull -llliitlilntlulzd ACC

Col on Alncltioh Jlliniialocd
Aloud hfuun A l - I t

(I) tomto)

WMIMINYAMK(8©¢i114Ii9881I1v°¢)
Ins: A»e4:lmnllNedAmamza!ful\(Yx I)
N¢1l4'M1|tCfyAswet

PMvoeedAnmcltia-ndonF*e1fnd(Yts)

Am°l1i2lliwElw=I»=

1823

$1,225,594
( wa ne )
sswpsa

(4)

moms

100.0%

S122-$,594
(s4na.s3n
ss\1,063

1 r

100.9% r !$4¢85:n]

I
z
3

4

s 407.3

3

s44s,s:4 l 100.0%

3

$408,531

(n no m

31226594 100.0% s1,zz5,s94
so . so

s1,z25,s94 10o.oss s1.22s,s94

3 3

S408,5J1 s4cs,sa1zooms

(s40s;31)

so muon I »|

I. Daahurvua TEIhnPor-laUlnse-S-d\_Sa1J1ll m_sw¢rl=¢4¢m¢¢1»@---s¢»¢¢-sn Jun M_Swodaaaer.

t 11 1



EXHIBIT KCH-<



£4,673 )

Exhibit KCH,4
Page 1 of 2

AECC 50.5% Co-Ownership of SGS 1 Adjustment Regulatory Asset Adjustment

Total Company Jurisdictional

Lln e
No .

AECC
Co-Ownership

of SGS 1
Adj vestment

($000]

(2)

AECC
Co-Ownership

of SGS 1
Adjustment

000

(b)

Lin e
No .

1
2
3
4
s
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Mies for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
8

0
0
0
0
0

l
z
3
4
5
6

7
8
9

10
1 l
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel. Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
o
0
0
0

(2,389)
0
0

(2,389)
-

0
0
0

0 ¢
0
0

(2,145)
0

1,016
(1,128)

7
8
9

10

12
13
14
IS
16
17

18 Operating Income 2,389 1,128 18

19 Rate Base - Original Cost (23,887) (23,887) 19

20 Rate  Bas e  - RCND (23,887) (23,887) 20

21 Gross Revenue Conversion Factor 1.6223 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Ln. 21) (1,830) 22

23 OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Lm. 21) (2,843) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Lm. 19 x 1.56% x Lm. 21) 0 14

Zs Total Revenue Requirement Impact (Ln. 22 + Lm. 23+Lm. 24) 25

Sufapnrilnz $el\eduIees?Uni*a Marne
(a) & (b) TEP Rev Req Model - AECC WP
( TEP Schedule C~3



Exhibit KCI-I-4
Pages o!2

AECC 50.5% Co-Ownership of SCS 1 Adjustment Regulatory Asset Adjustment

AECC Rlscolnmelded I r TIIP Prvvvn I I AECC Adzustillll

Li nt
No . Ducriptlon

(I)

FERC
Acc!

we

Tool
Company
Amnmt

(4)

ACC
Jurisdictional

Alocatiol
Pwcemt

(dl

ACC
Jurlsdlctiond
_ Amount

(Q)

Total
Cvlllpuly
Amount

m

ACC
Jurhdictianal

Allnwtian
Percent

mm

ACC
Jlliidiniwlal

Amman!

0 )

Total
C1"1PiuY
Amount

m

A DC
J-faulcunmu

All¢us¢l
Penn i

0)

ACC
Juriltlicliolll

Alnunt

In)

1
z
1
4
s
a

1
a

314:11 849sl!49!l§s2,1.1!3.M.ia§el.v..i9s
Land 8: I.-and ainu
Suucturex & Improvesucllts
Boiler Plan Equipment
Turbogenewor Unit:
Access-nty Electric Equipment
Mite, Prrwu Plant Equipment
'mms

3 1 0
311
3 1 2
3 1 4
3 1 5
3 1 6

s o
o
o
o
o

_  o
s o

100093
1000'/»
I9€J.0'%
}00.0%

100834
100u%

s o
o
0
o
0
o

s o

Sl,156,9¢)5
2402s,906
45,602,53 s
l4,9tB,$l5
1,978,25 I
1,327646 _

590,083,062

10909;
100.0%
100.0%
100.0%
180.0%
100.0%

$1166,996
24,028,906
46,602,538
I4,97s,s!s
1,978,251
1,327,646

s9n,oa3nez

($1.h§6.9<16>
(24,028,906)

¢46,s01,s38)
(\4,91s,s1s)
(l,978,15l)
(1,327,645)

(s9o,os3,wz)

1009%
100.0%
1ou1o°,s
I00.0%
100.0%
I00994

(s1,l6s,sos)
cz4,uza_9ue»
(46,w&,sas)
(]4,97K.8!5)
(I,9'I8,l$l)
rx,3z7,s46S

(S90,D83,6l62)

9
i n
l l
l a
13
1 4
1 5
1 6

Eleen Eindqcdon Plant Aacummalartai l>¢pr¢da¢iol;
Lma & Una aigim
Structures & Impmv&!!¥¢31$
Boiler PiaM Equipmaua
TuWogBnerIEnr Uri!!
Anrzessory IHectnic Equipment
Misc. Pow cf Piano Eq1.upment
T098

3 x0
: m
3 1 2
3 1 4
3 1 5
3 1 6

s o
0
0
0
o

4>
s o

10n.0~,4
I00.$3*/,
z08.0%
1000%
I00.0%
100024

s o
0
0
0
0
o

s o

(51\372,71S)
(IX.3)6,603)
(32,458,827}
(l1,249,649)
(I ,z66,4s5l

(532,212)
(566,l96_552)

100094.
l o o k.
1000~>'.
190084
100.8%
10019/

(S!3T.!,??S)
rns.3 mens)
(32.4ss,s27)
(l2,249,649)
8,266,488

(532,212)
(566,196,552)

$I,37Z,7? 5
13,316,603
32,458,827
12,249,649

1,266,485
532,212

566,196,552

ion 9%
100.9%
l oo1>%
1803%
l000'/o
100.0%

ex ,:7z,11s
ws I s_so3
31,458,827
l2,2A9,649
1.266.485

531212

s66.w6,ssz

3 1 0
311
a n
3 1 1
3 1 5
3 1 6

1 1
1 8
1 9
E u
2 1
ZN

13
1 4

SIWI Plwod on Bis rt Net Book Vail
Lind & Land Rights
Structures & Inxpl1>venael\ts
Bailer Plant Equipment
Turbmgencxaltor Units
A¢<»===0n* Electric Equipment
Misc Pewter Plant Equipment
Total

s o
0
0
0
o
o

s o

s o
0
0
0
o
0

s o

{$205,869)
5,7]2,383

l4,14'3,711

2.?29,!t$5
7l 1,766
795,433

s23,s86.sw

lszos,sss~;
5,712.303

14, 143,711
2,729,165

111,166
?95,433

$23,886,510

$265,869
(S,712,303)

(l4,143,711)
(2,7Z9,i65)

m1366)
(795,433)

(s23_wx6,s10)

ZS Net Rnguiamuy Am: (»- Lm. 24) 1 s 2 3 so l00.0% SQ sz3,ss6,510 100£55 $23,386510 (S23,886,510) 100.13% !

$205,869
(5,7l2,303)

(l4,l4317lI)
(2,729,165)

m \,766)
(795,433)

(s23_sss,sw>

(s23,s8s,sw)l

ZN
z 7
2 1
2 9
3 0
3 1
3 2
3 3

g;m.»!»@=»v».¢»=¢ Amoniwion Expense
Land & Llfld Right
Suuczuxes & lmpmwunuats
Bayle: Plant E4uipunun:
Turbogenetwor Units
Accwsctry Eiectris: Equipsnauz
Miss. Peria. Plant Equiprsmnft
Tata

3 1 0
3 \ 1
3 1 2
3 1 4
3 1 5
3 1 6

SO
o
0
0
D
0

s o

s9.1e4
893%
89.8%
898%
893%
89.8%

s o
0
D
0
o
0

s o

($20,587)
571,230

1,414,311
272,917
7 \ , m
79.543

$2,388,651

R9,?1i%
89. 78%
s9?s%
89 T SYs
89.78%
8978%

(318,484)
512,866

1,269862
245.032
53,994
71,416

$2,144,597

s20,5s7
(511,230)

(1,414,371)
(271,917)
(71,177)
(79,543)

(s2,sas,ssl)

898%
ssaef.
898%
: Q M
29.8%
898'/»

s18,484
(511866)

(l,269,E6Q)
(245,032)

(63,904>
.(7I,4l6)

(82,l44,\9'I)

1. Data Sour4.:e: TOP RespollestoAECC Day Request No. 10.2 and 16.8.

2. Note: TOP's nspanse to AECC DR Na. 18.1 indicates the AOC lquiatory as amortization expense is s2,l55,387 sievived by Asia; FERC account 310-316 juritliictioul allocation factors. AECC has used time ranted steam plan!
depreciation expense jurisdkliouai allocation faclon to develop Its adjustment above.

I



EXHIBIT KCH-5



(1,483)

Exhibit KCH-5

Page l of 3

AECC Springerville Unit 1 2006 Lease Acquisition Rate Base Adjustment

Total Company Jurisdictional

LlneLine

M

AECC
SGS 12006

Lease Acquisition
Adjustment

000

(a)

AECC
SGS 1 2006

Lease Acquisition
Adjustment

000

(b)
Ag*

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0

0

0

0

1
2
3
4
5
6

7
8
9
10
l l
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Malntenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
o
G
0
n
0
0

0

0

0

0

0

0

0

0

121

121....

7
8
9

10
11
12
13
14
15
16
17

18 Operating Income 0 (121) 18

19 Rate Base - Orlginal Cost (16,188) (14,675) 19

20 Rate Base - RCND (9,421) (9,202) 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Ln. 21) 196 22

23 OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21) (1,747) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 20] - Ln. 19 x 1.42% x Ln. 21) 63 24

ZS Total Revenue Requirement Impact (Lm. 22+Ln. 23 + Lm. 24) Zs

Sunnortina 8chcxiu!esu'8ata Sauna
(a) & (b) TEP Rev Red Model - AECC WP
(c) TEP Schedule C-3



Exhibit KCH-5

Page 2 off

AECC Springerville Unit 1 2006 Lease Acquisition Rate Base Adjustment

I AECC llncamnendnl H TE? Propound I l AECC Ad uxunmt

L i u
Nu. Duorlpdal

Total
Company
Amount

(0(I)

FERC
And
(U)

ACC
llllldkdonal

Alluutiou
Penn!

(4)

ACC
Jnlisdkdamll

Amuun( _
(e)

Tom!
Company
Amount

m

ACC
Julixdkticnal

Allusion
Pendent

(z)

ACC
Jnrldkliulnll

Amount
an

pal
CGM-Y
Amount

(i)

ACC
Julisdietiulul
AlluendmI
Mum:

G)

ACC
Juxisdktialal

_ _Amount
(k)

1
z
3
4
s
6
7
s

Plant in Snzvice
Land 8: Land Rig rm
Summa 8: Euaprovemenu
Boiler Palm EQ\*iV41M¢44f
T\1l1J08¢l1~==2¢\=f Units
A°°t=w==w Elcdric Equimrnmu
Miscellaneous Power Piatt Iiqudpmenx
Total plan: m Service

310
a l l
312
314
315
316

S264,751
10,161,249
27,966,787
7,165,280
4,348,967

770,943
550,677,977

8981%
89.8%
s9a%
957°n'
893%
953%

5237,701
9,123,052

25,109,359
6,854205
3,904,623

737,473
545,966,413

5223,159
8,564,917

23,573,204
6,039,515
3,665,744

$49,828 _
$42,716,461

s9,s%
89.8%
89.8%
9s01%
893%
95.7%

$200,358
7,689,821

21,164,678
5,777,409
3191,z07

621,616
$38,745,090

541,592
1,596,332
4,393,582
\,l2S,666
683,223
121,115

$7,961,510

89.8%
893%
89.8%
95.7%
89./8%
95.7%

$37,343
1,433,231
3,944,680
1,076,796

613,4 is
I I5,857

$7,221,324

9
10
l l
12
13
14
15
16

Land 8L 1.lm.a Rights
Structures 8: lnrpmvunents
Boiler Plant f89\=iPM°I1¥
Turbogamerator Units
Anzcessctry Electric Equipment
Miscellaneous Power Plant F.qui;xmzxrt
Total Jllscwmmlaumed Depreciation

310
311
312
314
315
316

$126,160
4,842.094

13,326,858
3,414,431
2,072,389
367,373

$24,149,296

89.8%
89. 894
89.8%
95.7%
89.8%
95.7%

s133,270
4,347,358

I 1,965,224

3,266,196

1,360,649

. 351.424

$21,904,121

so
o
0
0
0
o

so

89.8%
89.2%
89.8%
95.7%
s9,s%
953%

so
0
0
0
o
0

so

5x2»6.160
4,842,084

13,326,558
3.414,431
2,072,389

367,373
$24,\49,296

89.8%
89.8%
B9.1%
95.1%
89.8%
95.7%

$113170
4j47,358

11,965,Z24
3,266,196
1,860,649

.. 351,424
$21,904,111

17
is
19
Z0
ex
Hz
23
ZN

Na: Plant inSaving
Land &c hlmdRigid;
Stnwuuu 8: hcnlpruvenzents
Boiler Plan! Equipment
Tsnheagernialor Units
Acccssauy ElectricE4\1ivm==lH
Miscellaneous Pawn Plant Equipment
Tool Plan: inService

Sl38,59l
5,319,165

14,639,928
3,750,849
2,276,578

403,570
m,szs,ssl

$124,431
4,775,69$

13.14-4,135
3,588,009
2,043,905

3s<s,049
514,062,293

5223,159
8,564,917

23,573,204
6,039,615
3,665,744

649,828
$42,716,461

$200,358
7,689,292I

z1,l64,678
5,777,409
3,291,207

62 x ,s I s
$38,745,090

(584,568)
{3,Z45,752)
(8333176)
(2,288,766)
(l,389,l66)

(246,258)
(S16,l87,786)

$0
0
0
0
0
o

($14,<1s1_1~>7;

1. Dao Source: TEP RaU Base-SGS Unit I have Equity Adjustment. FERC amounts derive ring FERC account pcroenaga shown mlp. 3.

I



l

Exhibit KCI-I-5
Page 3 ol'3

AECC Springerville Unit 1 2006 Lease Acquisition Rate Base Adjustment

Line

No. Description

of

Total
Plant

Amount

<b>

2006
FarehaM

P¢t¢¢ggtag
(¢)

2006
Purchase

Amount

(d)

1 Springerville Unit 1 Net Book Value as of 6/30/2015!

2
3
4

Plant in Service - Account 101
Accumulated Depreciation Reserve - Account 108
Net Book Value (= Lm. I - Lm. 2)

$ 359,418,280
171,271,606

$ 188,146,674

14.1%
l4,l%

$

$

50,677,977
$24,149,296
26,528,681

Line

No. Description

o n

FERC

Account

(b)

FERC
Account

Allocation

Percent'

(¢)

2006
Purchase

Amount

(d)

5 Spread ot`2006 Nd Book Vaiue§ta ¥¢'ERC Accounts'

6
7
8
9
10
l l
12
13

Plant in Service - Account 101
Land and Land Rights
Structures and improvements
Boiler plant equipment
Turbogeneratorunits
Accessory electric equipment
Miscellaneous power plant equipment

Total

3 1 0

3 1 1

3 1 2

3 1 4

315

3 1 6

0.5%
20. l%
55.2%
14.1%
8.6%
1.5%

264,75l
10,161,249
27,966,787
7,165,280
4,348,967

770,943
50,677,977

14
15
16
17
18
19
20
21

Accumulated Depreciation Reserve - Account 108
Land and Land Rights
Structures and improvements
Boiler plant equipment
Turbogenerator units
Accessory electric equipment
Miscellaneous power plant equipment

Total

310
311
312
314
315
316

0.5%
20.1%
55.2%
14.1%
8,6%
1.5%

126,160
4,842,084

13,326,858
3,414,43 l
2,072,389

367,373
24,149,296

1. Data Source: TEP Response to AECC 11.3.
2. Data Source: TEP Witness Kenton Grant Direct Testimony, p. 30.

3. Data Source: TEP Rate Base - SGS Unit 1 Lease Equity Adjustment.

4. The net book value excludes acquisition adjustment and accumulated deferred income tax amounts which
appear to be related to TEP's 2015 purchase of 35.4% interest in Unit 1.
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Exhibit KCH-6

Page 1 of 3

AECC Springerville Unit 1 Capitalized Legal Costs Rate Base Adjustment

Total Company Jurisdictional

Lin e

M

AECC
SGS 1 2014/15

Cap. Legal Costs
Adjustment

000

(H)

AECC
SGS l 2014/15

Cap. Legal Costs
Adjustment

000

(b)

Lin e

M

1
2
3
4
5
6

Operating Revenues
Electric Retail Not-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

1
2
3
4
5
6

7
8
9
10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations 8: Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0

7
7

7
s
9
10
l l
12
13
14
15
16
17

18 Operating Income 0 .( . 18

19 Rate Base - Original Cost (919) (835) 19

20 Ra te  Ba s e  RCND (919) (836) 20

21 Gross Revenue Conversion Factor 1.6223 (¢) 21

22 Operating Income Revenue Requirement Impact (-Ln. 18 x Lm. 21) 11 22

23 OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21) (99) 23

24 FV Increment Rev. Rcq't Impact (Avg[Ln. 19, Ln. 20] - Lm. 19 x 1.42% x Lm. 21) (0) 24

25 Total Revenue Requirement Impact (Ln. 22 + Lm. 23+Lm. 24) 25

Supporting Sc&¢:4}xrles?Da¢a Source
(a) & (b) TEP Rev Req Model - AECC WP
(c) TEP smedule c-3



Exhibit KCH-6

Page 2 of 3

AECC Springerville Unit 1 Capitalized Legal Costs Rate Base Adjustment

l A2CC lilummmemded I I TE?PNWM4' I I AFJCC Adjuslunent

Ume
No. DuwiViiflwl

in

FERC
A m
(b)

Total
Company
Amount

(¢)

ACC
Jmmkaum

Alluuiinl
Puwnt

(4)

ACC
JurlxdicfioM

Anuaunt
(e)

Tale)
Clllllllllly
Amount

(9

ACC
Juliidicduull
Allocation
Prozac

(1)

ACC
J\IIig4li¢dlll,lll

AnnmN
(L)

Told
Cwwhulny
Allnolluf

(I)

ACC
Jnrhdicduual

Aloulial
PuwaN

U)

ACC
Jxzrlldktimnd

Amuuut
(k)

1
z

3

4
5

6

7

8

. .

ume m Una Rights

Stzucluux a Lmwovunaatx
Boiler Plan: Eduinmeu

Tunbcgmeunw Unit
A www Exwuu Fuvinmm

Mianellnneom Pawn Plum Equipuuma

Told Plant in Service

310
311
312
314
315
316

so
0
0
0
0
0

so

s9,s%
89896
898%
95.7%
893%
95 .7%

so
0
0
0
0
0

SO

s4,s01
184,274
507,176
129,942
78,868
13,981

8919,042

89.8%
89.8%
89.8%
95.7%
s9.s%
95.7%

s4,:u1
165,446
455,357
124301
70,810
13,374

$833,598

(34,801)
(154,274)
(507,176)
(129,942)
(78,868)
c13,9812

(S919,041)

89.8%
89,8%
89.8%
95.7%
893%
95.7%

($4,311)
(165,446)
(455,357)
(124,301)
(1o,st0)
(13,374)

(ssss,s9s)

1. Day Source: See dnrivatinn on p. 3.

I l

1



Exhibit KCI-L6
Page 3 off

AECC Springerville Unit 1 Capitalized Legal Expense Rate Base Adjustment

Lin e
No . Description

(8)
nun

Total
plant

..._ Amount

(¢)

l

2

Springervllle Unit 12014/2015 Acquisition Fee Amount Included in Rate Base'

AECC Recommended Disallowance s 919,042

Lin e

No . Description

FERC

Account

(b)

FERC
Account

Allocation

Percent'

(¢)

FERC
Account

Amount

(6)

3

01)

Spread of Acquisition Fees to FERC Accounts

4
5
6
7
8
9

10
l l

Plant in Service - Account 101
Land and Land Rights
Structures and improvements
Boiler plant equipment
Turbogencrator units
Accessory electric equipment
Miscellaneous power plant equipment

Total

310
311
312
314
315
316

0.5%
20.1%
55.2%
14.1%
8.6%
1.5%

s

s

4,801
184,274
507,176
129,942
78,868
13,981

919,042

1. Data Sou Ree: TEP Response to AECC Data Request No. 10.2 (clarified by D. Lewis e-mail on 5/26/2016).
2. Data Source: TEP Rate Base - SGS Unit l Lease Equity Adjustment.
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Exhibit KCH-7

Page1of 3

AECC Springerville Unit 1 Legal Expense Adjustment

Total Company Jurisdictional

Lln e

EQ;

AECC
SGS 1

Legal Expense
Adj vestment

(54000)

(a)

AECC
SGS 1

Legal Expense
Adjustment

639991

(b)

Lin e

294

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues
Lu

0
0
0
0
0

0
0
0
0
0

1
2
3
4
s
6

7
8
9

10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation a d Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

I

0
0
0
0
0

(1,598)
0
0
0

(_1,59s)

0
0
0

o
(1,340)

0
0

513
(828)

7
8
9
10

12
13
14
15
16
17

18 Operating lncome 1,598 828 18

19 Rate Base - Orlglnal Cost 0 (0) 19

20 Ra te Bas e  - RCND 0 (0) 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

Hz Operating Income Revenue Requirement Impact (-Lm. 18 x Ln. 21) (1,343) 22

23 OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21) (0) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 20] - Lm. 19 x 1.42% x Ln. 21) 24

25 Total Revenue Requirement Impact (Lm. 22+Lm. 23+Lm. 24)

0

(1,343)! 25

3_up1;wriing_.S¢!1eduleSll3afa 8am-ce
(a) & Cb) TOP Rev Req Model - AECC we
(c) TEP Schedule C-3

I



ExhibitKCH~7

Page 2 MY

AECC Spdngerville Unit I Legal Expense Adjustment

I

LI-
No. Deudvtkn

Mac
And
is)

»
Al»x:c lnelllldudld

ACC
Tool Jldl&dl-1l ACC

Jcawnny Aunuuu Jurhdluduail
Annum Pawn Annum

(c) (U) (0

'nr Proposed '

ACC
T o ! 1»4sal¢»un1 ACC

Cwvlwvy Almaden Iurkddiunl
Allilllil [ a u n t A lu m !

(0 on 0 )

AECCAalnuulea1

ACC
ma Jmaaa¢a¢».n Ac c

Caulnly Allwllioi Juridetlelull
Amen: tenant A - a n

<» <» (K)

I
2 923 so 83.9% so $1,597,513 83.9% £1,340,437 (s1>91,s13) 83.9% ($1.340.43n

1. llnlaS0lnl:ea 'l'EPRelpoulelaAECCDshl:quu\lOJ.

I r I i

i i)

Adnninistmivc 8:Genesd Emm a
Outside Services

I



ACC Jurisdicti0nl

1 775,965

Exhibit KCH-7
Page 3 of 3

Comparison of Legal Expenses for TEP's Retail Jurisdiction

2,342,462
(58,051)

4,162

2012
1,619,431

2013
1,419,891

2014
2,222,637

Line

No.
1
2
3
4
5

Unadjusted
DSM & REST Adjustment
Springerville 3 & 4 Acliustment
Power Supply Management
Adjusted

l
2,288,572 1,619,431

Y

1,419,891
I

2,222,637

Test
Year

12 Mos. End.
6[30/2015

3,638,621
(357,950)

(2,395)
(22,619)

3,255,658

Avg. =

Data Sources:
l, TEP Supplemental Response to AECC Data Request 10.1.
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Exhibit KCH-S

Page 1 of 4

AECC Payroll Expense Adjustment

Total Company Jurisdictional

Line

AECC
Payroll
Expense

Adjustment
($000]

to)

AECC
Payroll
Expense

Adjustment
($000)

(b)

Llne

M

1
2
3
4
S
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

14

(14)
0
0
0

14

(14)
0
0

(0)

1
2
3
4
5
6

7
8
9

10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

(14)
0
0

0
(14)

(1,365)
0

(91)
0

(1,469)

7
s
9
10
11
12
13
14
15
16
17

18 Operating Income 1,469

(14)
0
0
0

(14)
(1,130)

0

(76)
467

(7531

753 18

19 Rate Base - Orlglnal Cost 0 (0) 19

20 Rate Base - RCND 0 (0) 20

21 Gross RevenueConversion Factor 1.6223 (c) 21

22 Operating Income Revenue Requirement Impact (-Ll. 18 x Lm. 21) (1,222) 22

23 OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Lm. 21) (0) 2.3

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 20] - Lm. 19 x 1.42% x Ln. 21) 0 24

25 Total Revenue Requirement Impact (Lm. 22 + Lm. 23 + Lm. 24) 25

Suptmnlng Sche¢xx¥es{I3nta Shum:
(a) & (b) TEP Rev Red Model - AECC WP
(c) TEP Schedule C-3

g
;
2



Exhibit KCH-8
Page 2 of 4

AECC Payroll Expense Adjustment

FERC

Account

Unadjusted
Total

Company
Test Year

Amount'

TBP
Proposed

Total
Company
Test You

AM0\ll1\1

AECC
Rucommcndcd

T a d
Company
Test Year

Amos!\!

AECC
Rowmmcnded

To M
Compuvy

A, i 3 mm. n

Line

No.
1
2
3
4
5
6
7
a

Description
Opemticns

l

AECC
Recommended

Tale!
Company
Test Year

Mjiriwwnn!

¢

9
10
11
1 1
l a
14
iS
16
17
l a
19
t o
11
Hz
13
24
25
26
17
28
29
30
31
so

SteamProd Omar~Supervision
Fuel Steam
Steam Expcnsos
Electric Expenses
Steam Prod-Misc Expense
Other Prod Over-Supervision
Misc. Oihar Pw Gen Exp
Sys Clairol/Load Dispatch
Prod Expenxe»4J!her
Trans~Opef Supv 8 Engr
Disk-Oper Supv & Engr
Disk-Load Di: patching
Dis:-Stasiun Expenses
Disr»0verheud Line Exp
Dis:-Undergroumi Line Exp
Dis!~Ligh1/Signal Exp
Dis.-Meter Expenses
l)is!-Cuskzmer lnslall Exp
Disc-Misc Expuuo
Meter Reading Expense
Cost Ran/Colleaion Exp
Customer Assistance Exp
In£lormnliona1Ans Ste: Adv Exp
A&G Salaries
Outside Services
Injuries a Damages
Pensions & Bawfhs
Misc. General Expanses
Load Dispak:h~Reliabilily
Load Dispatch-Monitor and Operation Transmits
MM Dispaieh~Tra\sn\issicn Service and Schcdu

500
501
S m
505
506
546
549
556
557
560
sao
s o
ssh
583
5B4
$85
$86
$87
sea
902
903
90x
909
920
923
925
926
930

561 l
5612
5613

6,623,859
572,531

7,846,852
2,606,785
I .93u,923

41 .644
107

1,081,004
257,063

1,198,247
438,001
451,781
173,895
405,478
188,035

76
685,887

45,620
3,161,598

439
6,652,473

59,761
6,2 is

20,958, 164
62,512
67,970

1,278,055
I711654
686,]84
807,0)2
582,935

6,933,21 \
5991270

14,213,321
2,728,529
2,021,102

43,589
HE

1,131,490
269,068

1,254,209
458,457
472,881
ia2,017
424,415
196,817

79
717,919
47,751

3,315,534
460

6_335_]40
62,552

6,e1u
1!,935,965

65,431
7\,145

1,337,744
179,671
718,231
844,791
610,159

153,145
13.237

18 l,42()
60,269
44,643

% 3
2

24,993
5,943

z7,704
10,127
10,445
4,o20
9,375
4,347

2
15,858
1,055

73,235
10

139,934
1,382

146
484,556

1.445
1,571

29,549
3,969

15,865
I 8 , w8
13,478

6,777,004
585,768

s_o2s_27z
2,667,054
1,975,566

42.607
109

1,\05,997
263,006

1,225,951
44s.12s
462,227
I77,916
414,853
1921383

77
70\,144

46,675
3,240,834

449
6,192,401

61 ,142
6,461

21,442,120
63,957
69,542

1,307,104
175,623
702,049
825,670
596,412

(156,208)
(l3,502)

(185,049)
(61 .47s)
(45,536)

(982)

(3)
(25,493)

(6,062)
(28,258)
(10,329)
(10,654)

(4,101)
(9,561)
(4,434)

(2>
(l6,175)
(1,076)

(74,700)

(10)
(142,733)

(1,409)
(I49)

(494,245)
(1,474)
(I ,s0:a)

(30,140)

(4,048)
(16,182)
(19,031)
(13,747)

33 Total Operalionz Various 58,448,862 61 ,178,S79 1,351,346 59,800,208 (1,37B,372)

34 Tale! Maintenance Various 18,330,858 18,330,858 0 18,330,858 a s

35 Told Opnralicnx As Maintenance Various 76,179,720 79,509,437 1,351,346 78,\31,065 (I,378,372)

36 Taxes Olhor The Income Taxes 2 408 x9,119 (90,901)

Data Sources:
1. 'FEP Income - Payroll Expulse wnrkpaper.
2. TEP Income- Payroll Tax Expense workpaper.
Note: TEP'l Income - Payroll Expense workpaper ldeltMu FERC Account 930 payroll expeule an "General Adverllslng Exp" (Accuunl930.l).
l-lowever,TEP'l revenue requirement model place: llnls adjustment In Account 9301, Misc. General Expenses. AECC'l udjustmenl ll made la Account so.;

8

3

g
5

a

3

5
5



Exhibit KCH4
Page 3 of 4

AECC
l>»y»uup¢»»A4;ua»¢nu1~»4l¢»
T ¢ tY\ \ r l l l l ld l l l \ 3 0 , 2 0 lS

wnacmudxaoan

G\nlil¢AA=eulll
Mlaunia¢n»0iM

nd-4»A4cr»ynu
e»,lu1l»aa¢»q,\AnG

lnldov
L i -
N0.
l
2
3

11044
1 - 1 5

Total Pl¥l'°II
74.298455
76,779,720

151,078,\74

1s,aas,asz
17,193,144
33.001,496

Ddld sos Udtl .
: m m s  c - u a

o:85.00n
(3.365.9$4)
(6,750,962)

<999.151)
< w 4 , w )

(I L524,619)

D\lludsGSUi43Wqts De4lu!§GSl]b¥i4Wagll
(7,789279) (7,l34.0G9)
(uznas> (a,s1a,9os>

(1s_016.Slz) (15.651.994)

nor cam Wl¢e
e<s,su;oso
a,6zs,9o:»

us.:34,583

4
s
6

2Y¢sAvmgnO&MWagel
AvamqsWagelhleixnclese 2016

67,567,29!
2%

1351.346

Mn S-uw 'llP!leunc»hynll Expusewowkpnw.



Exhibit KCH-8
Page 4 of 4

AECC Payroll Tn Expense Adjustment Derlvnllua

Llne
Nu.

l
z
3
4

TE? Iimpiunr To Evuhd Jam 1015
Social Security
Medioue
FUTA/SUTA

7,900,994 perform 941
2,450,273 per Form 94\

143,232 W FUTA and SUTA l'dl.\\'Y18
\0,494,500

s
6
1
x
9

QS 2014
Q42014
Qx 2015
022015

Wages, tips and other
nampensaiion from Form 941

62,328,958
35,209,774
27,716,,89
33,876,917

:san324532

l a

11 s

0.066 effaciive tax rate (A)

\,35I,:¢46 (8) (mm Payroll Expense A41)

89.1[9 z(A) x (to)

11

Payroll Adjustment

Employer Payroll Tax Adjustment

TBP Rmmmwaéa Palymll Tax Adjuahneut 180,020

Data Source: TEP Ineocm - Payroll Tax Expend worlcpoper.
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Exhibit KCH-9
Page 1 off

AECC Short-Term Incentive Compensation Adjustment

Total Company Jurisdictional

Line
No.

AECC
Short-Term

Incentive Comp.
Adjustment

. 000

(a)

AECC
Short-Term

Incentive Comp.
Adjustment

(3000)

(b)

I

Line
No.

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0

0 _
0

0
0
0
0
0

1
2
3
4
5
6

7
8
9
10
11
12
13
14
15
16
1̀7

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0

(2,484)
0

(233)
0

(21716)

0
0
0
0
0

(1,773)
0

(195)
753

(1,216)

7
s
9
10
11
12
13
14
15
16
17

18 Operating Income 2,716 1,216 18
a s

19 Rate Base - Original Cost 0 (0» 19

zo Ra te  Bas e  - RCND 0 (0) 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Ln. 21) (1,972) 22

23 OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Ln. 21) (0) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Lm. 19 x 1.42% x Ln. 21) 0 24

25 Total Revenue Requirement Impact (Lm. 22+Lm.23 +Ln. 24) <x,9:zz)l 25

Sunnariimi S¢h¢di4k's!lT)nta 8nu\**w
(a) & (b) TEP Rev Req Model - AECC WP
(c) TEP Schedule C-3

I



Exhibit KCH-9
Page 2 of 3

AECC Short-Term Incentive Compensation Adjustment

Line

No.
1
2
3
4
s
6
7
8
9
10
11
12

Description.
Taxes Other Than Inc Tax
Steam Prod Over Supervision
Steam Prod Misc Expense
Steam Prod Mm Elem Pint
Trans Misc Op¢r Expense
Trans Mains Stn Equip
Dist Over Supv & Engr
Dist Misc Expense
Dist Mains Misc Plant
CostRec/Collection Exp
A&G Salaries
Toiai

FERC

Account
408
500
506
514
566
570
580
588
598
903
920

Unadjusted

Total
Company

Test Year

Amount'

TOP
Proposed

Total
Company
Test Year

Amount'
$527,194
$109,412

$1,2832253
8498.759
$751,760
$59,125

$0
$370,190
$93,479

s197,685
$3,038,685
56,929,542

3566,200
$153,796

$1 ,761,093
$668,144

$1 , 147,303
$98,l 81
$2,298

$444,114
$113,025
$295,032

$2,866,556
$8,116,343

AECC
Recommended

Total
Company
Test Year

Amount
$333,310
$90,537

$1 ,036,73 I
$393,324
$675,415
$57,800
$1,354

$261,788
$66,534

$173,687
$2,309,145 l
$5,399,931

AECC
Recommended

Total
Company

__ Adjustment
($232,890)
($63,2S8)

($724,362)
($274,820)
($471 ,888)

($40,38l)
(s945)

(Sl82,926)
(346,491)

(S121,345)
($557,l05)_

(s2,716,41 I)

1. Data Sources: TEP Income - Short Term Incentive Compensation workpaper
and TEP Income - Short Term Incentive Compensation - Revised workpaper
(provided in TEP's April 14, 2016 supplemental response to UDR l.00l). The amount of AECC's adjustment reflects TEP's tiled case.

l l



Account

Average of
6/30/14 and

6/30/15 w/o 2017
Escalation

Average of 6/30/14
and 6/30/15 w/o 2017

Escalation
60%

7/1/14-6/30/15
Unadjusted

TEP Adjustments -
Originally-Filed

Adjusted TEP
Expenses-

Originally-Filed
AECC

Adjustment

527,194
109,412

1,283,253
498,759
751,760
59,125

408
500
506
5 l4
566
570
580
588
598
903

920-Net

555,516
150,896

1,727,885
655,540

1,125,691
96,334
2,256

436,313
110,890
289,479

3,849,086

333,310
90,537

1,036,731
393,324
675,415

57,800
1,354

261,788
66,534

173,687
2,309,451

566,200
153,796

1,761,093
668,144

1,147,303
98,181
2,298

444,714
113,025
295,032

2,866,556

370,190
93,479

197,685
3,038,685

(232,890)
(63,258)

(724,362)
(274,820)
(471,888)

(40,381)
(945)

(182,926)
(46,491)

(121,345)
(557,105)

39,006
44,384

477,840
169,385
395,543
39,056
2.298

74,524
19,546
97,347

(172,129)

Total 8,999,886 5.399,93 l 6,929,542 1,186,800 8,116,343 2,716,414

Exhibit KCH-9
Page 3 of 3

Derivation of AECC's Short-Term Incentive Compensation Adjustment

Line
No.

1
2
3
4
5
6
7
8
9

10
11

12

Data Sources: TEP*s Income - Short Term Incentive Compensation workpaper;
Income - Short Term Incentive Compensation - Revised workpaper.
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(1,296)

Exhibit KCII-10
Page 1 of z

AECC Long-Term Incentive Compensation Adj vestment

Total Company Jurisdictional

Line
.M

4

AECC
Long-Term

Incentive Comp.
Adjustment

$000

(a>

AECC
Long-Term

Incentive Comp.
Adj vestment

00

(b)

Lin e

MY

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operatlng Revenues

0
0
0
0
0

0
0
0
0

1
2
3
4
5
6

7
8
9
10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
o
0

(1,542)
0
0

0
(1,542)

0
0
0
0
0

(1,294)
0
0

495
(799)

7
8
9

10
11
12
13
14
15
16
17

18 Operatlng Income 1,542 799 18
*

:

0 (0) 1919 Rate Base - Original Cost

20 Rate Base - RCND 0 (0) 20

21 Gross Revenue Conversion Factor 1.6223 (¢) 21

22 22

23 23

24

(1,296)

(0)

0 24

25

Operating Income Revenue Requirement Impact (-Lm. 18 x Lm. 21)

OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Lm. 21)

FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 20] - Ln. 19 x 1.42% x Ln. 21)

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 25

Sunnarifnz Scne¢2u!eslt!)ata Saurez
(a) & (b) TEP Rev Req Model - AECC WP
(c) TEP Schedule C-3



Exhibit KCH-10
Page 2 of 2

AECC Long-Term Incentive Compensation Adjustment

Line FERC

Anceount

920

TEP
Proposed

Total

Company

Test Year

Amount'No. D9r4=rip¢i¢n.
1 Administrative & General Salaries

Unadjusted
Total

Company

Test Year

Amount'

$491 ,9 IO $1,541,s34

A E CC

Recommended

Total

C a m m y
Test Year

Amount

$0

ABCC

Recommended

Total
Company

Adjustment

($1,s41,s34)

1. Data Source: TEP Income - Long Term Incentive Compensation vrorkpaper.

TEP Las provided a correction in Income - long Term Incentive Compensation - Revised
in It: March la, 2016 supplemental rapouse to UDR 1.001. The amount of AECC's adjustment reflects TEP's NM case.
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(950)

Exhibit KCH-l1

Page 1 of 2

AECC SERP Adjustment

Total Company Jurisdictional

4

Line

M*

AECC
SERP

Adjustment
(80001

(a)

AECC
SERP

Adjustment
room

(b)

Lint
No.

1
2
3
4
s
6

Operating Revenues
Electric Retail Non-Fuel Reven uh
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

o
0
0
0
0

1
2
3
4
5
6

7
s
9

10
l l
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0

(1,130)
0
0
0

(1,130)

0
0
0
0
0

(948)
0
0

363
(585)

7
8
9
10
11
12
13
14
15
16
17

18 Operating Income 1,130 ass 18
Mnnunnuu-an

19 Rate Base - Original Cost 0 (0) 19

20 Rate Base - RCND 0 (0) 20

21 Gross Revenue Conversion Factor 1.6223 (¢) 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Lm. 21) (950) 22

23 OCRB Revenue Requirement Impact (Lm. 19 x TEP WACC x Lm. 21) (0) 23

24 FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 20] - Ln. 19 x 1.42% x Ln. 21) 0 24

25 Total Revenue Requirement Impact (Lm. 22 + Lm. 29+Lm. 30) 25

Supiiurxing Sehuiuiesmaia samtcn
(a) & (b) TEP Rev Req Model - AECC WP
(c) TEP Schedule C-3

llllllll llluu l
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Exhibit Kcn-11
Page2 al' 2

AECC SERP Adjustment

FERC

Account

926

TEP
Proposed

Total

C°mpw\y
Test Year

Amount |

Line

No. Description
I Pensions & Benefits

Unadjuate¢
Total

Company

Test Year

Amount'

$564,903 $1,129,807

AECC

Recommended

Total

C<>mv=my
Test  Y u:

Amount

s o

AECC
Recommended

Total
Company

Adjustment
(Sl , 129807)

1. Data Source: TEP Income - Pension_Benefils workpaper.
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Exhibit KCH-12

Page 1 of 2

AECC Severance Expense Adjustment

Total Company Jurisdictional

Line

AECC
Severance
Expense

Adjustment
fsoom

(2)

AECC
Severance
Expense

Adjustment
000

(b)

Line

M

1
2
3
4
s
6

Operating Revenues
Electric Retail Non-Fuel Reven uh
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
o

0
0
0
0
0

I
z
3
4
s
6

7
8
9
10
l l
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power Demand
Purchased Power - Energy
Transmlssion

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciatlun and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0

(254)
0
0
0

(254)

0
0
0
0"0

(218)
0
0

83
(135)

'1
8
9
10
11
12
13
14
15
16
t7

18 Operating Income 254 135 18

19 Rate Base - Original Cos( 0 (0) 19

20 Rate Base - RCND 0 (0) 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

22 Operating Income Revenue Requirement Impact (-Lm. 18 x Lm. 21) (218) 22

23 OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21) (0) 23

24 FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 20] - Lm. 19 x 1.42% x Lm. 21) 24

25 Total Revenue Requirement Impact (Ln. 22+Lm. 23+Ln. 24)

0

(2i8)l 25

Sumwrtina S¢'¥1¢du¥WDa!a Snares
(»> & (b) TEP Rev Req Model . AECC WP
(c) TEP Schedule C-3

N lllllllu I'll

I



Exhibit KCH-12

Page z of 1

AECC Severance Expense Adjustment

I AECC Reconrnlmded I I Nrrwnpnlea' Ale(; Adiullmtnt

Ute
No.

(1)

i n c
Acct
rb

Tnlll
C0l!\IIll)'
Amount

(0

ACC
Jllliilifztiunlll

Alucadan
Perm

(4)

ACC
Jurisdictional

Amount in
(G)

Tninl
Canny
Amount

(0

ACC
Julidiniond

Allocution
Pereun

(1)

ACC
Juauuafnnn

Amour
(h)

Total
Cumulus
Amount

(i)

ACC
Juliilkiinnnl
Alntnliuu
Pal-caN

G)

ACC
Jultdktinual

Allnunt
(k)

l
1

Descarilrtion

Nisnibudon cm E==n=119 .
Reunion Sunpavision & Engiznnumg 580 so l00*(F/3 so $30,000 100.0% sao,oo0

3 I

(830,000) 100.0%

819% s3.9% so .996a
4

g,w58i$5,iw #4 f't4-.nefnl F1rn¢:vr.~g§
A&G Sliarins 920 so

so

w

so

$223,853

$253,853

$187,830

$217,830
5

($223v853)

(s2s3,8s3)

1. Day Subaru: TE? llaponn to Uniifnnn Dot: Rquut No. LG43.

(slamssoy

(so I no)

(830,000)

Total A4i0s'1tD¢lI¥

I'll
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(3,482)

Exhibit KCH-13
Page 1 of 2

AECC Credit Card Processing Fees Adjustment

Total Company Jurisdictional

Line

AECC
Credit Ca rd

Processing Fees
Adjustment

000

(2)

AECC
Credit Ca rd

Processing Fees
Adjustment

000

(b)

Line

E a

1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

1
2
3
4
5
6

7
8
9
10
1 1
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0

(3,476)
0
0
0

(3,476)

0
0
0
0
0

(3,476)
0
0

1,329
(2,145)_

7
8
9

10
11
12
13
14
15
16
17

18 Operating Income 3,476 2,146 18

0 0 1919 Rate Base - Original Cost

20 Rate Base - RCND 0 0 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

22 (3,482) 22

pa o 23

24 0 24

25

Operating Income Revenue Requirement Impact (-Ln. 18 x Lm. 21)

OCRB Revenue Requirement Impact (Ln. 19 x TEP WACC x Ln. 21)

FV Increment Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Ln. 19 x 1.42% x Ln. 21)

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) Zs

Suaaspartimf SchedslesMafa Snurzg
(a) & (b) TEP Rev Req Model . AECC WP
(c) TEP Schedule C-3

>



Exhibit KCH-13
Page 2 ol'2

AECC Credit Card Pfxiwssing Fees Adjustment

TEP
Proposed

Total
Company
Test Year

Amount'

AECC
Recommended

Total
Company
Test Year

Amount
S0

+

Line

No.
1

Description
CustomerRecords & Collection Expenses

FERC

Account
903

Unadjusted
Total

Company
Test Year

Amount'
so $3,475,500

AECC
Recommc dad

Total
Company

Adjustment
($3,475,500)

1. Data Source: TEP Income - Credit Card Processing Fees workpaper.
TEP has provided a correction in Income - Credit Card Processing Fees-Rrvised in its April 14, 2016 supplemental response to UDR 1.001.
The amount of AECC's adjustment rdlects TEP's tiled case.
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Exhibit KCH-14

Page 1 of 2

AECC Generation Overhaul Expense Adjustment

Total Company Jurisdictional

Lin e

M

AECC
Generation

Overhaul Expense
Adjustment

000

(H)

AECC
Generation

Overhaul Expense
Adjustment

000

(b)

Line

M

1
2
3
4
s
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Reven uh
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

I
2
3
4
5
6

7
s
9

10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

0
0
0
0
0

(1,946)
0
0
0

(1,946)

0
0
0
0
0

(1,862)
0
0

712
(1,150)

7
s
9

10
11
12
13
14
15
16
17

18 Operating Income 1,946 1,150 is

19 Rate Base - Origlnal Cost 0 19

20 Rate Base - RCND 0

(0)

(0) 20

21 Gross Revenue Conversion Factor 1.6223 (c) 21

Hz Operating Income Revenue Requirement Impact (-Lm. 18 x Ln. 21) (1,865) 22

23 OCRB Revenue Requirement Impact (Lm, 19 x TEP WACC x Ln. 21) (0) 23

24 FV IncremeM Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Lm. 19 x 1.42% x Ln. 21) 0 24

25 Total Revenue Requirement Impact (Ln. 22 + Lm. 23+Ln. 24) a,s4ss)l 25

81?npurtina $61 wales/Haw Sou me
(a) & (b) TEP Rev Req Model - AECC WP
(c) TEP Schedule C-3

I

I'll



Exhibit KCH-14
Page 2 of 2

AECC Normalized Generation Overhaul Expense Adjustment

Guentiun Overhaul Exnnsse by Plat

I Alco Rueulnnlended nr www? AICC AdlnMnent

Lin:
No. Plllll

Total
Company

Amen!

(¢)

ACC
Jurildkiloul

Almunt
(e)

TEP
Tall!

Cvmmlv
A lwn l

m

ACC
Jurilniictiomual

Allocnliol

Pggeent

(so)

ACC
Jurixdietinnnl

Alloum

an

AECC
Recommended

Adllutixenl
(i)

ACC
Jnlhdkilolll

Allocsilul
puvnn

(1)

ACC
Jurlldldlund

Amount
(K)(I)

Test
Year

n u n
Colapmy

Anl l l '

(b)

ACC
Jurlsdldluul

Allantlon

P e n a l

(ll)

95 66%
95 66%
95 66'/c
9866%
95J56%
95.66%
S*566%
95.66%

95.66%
95 66%

95.66%
95 66%
95 66%
95.66%

9566%
95 66%

sz,5s2,w
s1.924,449
$2,093,235

s903,z09
$613,340

$3,271,129
$1,513,375

9566%
95,6694
956694
95.66%
916684
9$i5.5a%@
95
95.46%

I
2
3
4
5

6
1
s

9

Four Comm
Nwiifl
Sm Juan
Lama
Gila
Suringcwxils
Sluudtflxvizagton
ACT

Total Elqzaxse (And512)

so
$2,$61,521
s4,464,ooo
sx,x8s,ss3

$232,778

so
Sn
so

58,443,688

S854,175
91,902,764
$1,488,000

$1,409,192
s6z0,¢:v~>s

93,735,385
sl,223,2~19

$306,432
s11539,941

ss11,092
$1,820,156
$1,423,400
$1,348,013

£593,748
83,573,215
$1,\70,199

szosgzs
al \,038,943

$2,700,063
$1,384,559
s2,zss,22s

$944,201
$641 , I 'is

s3,4x9,sss

s 1.ss2_059
S625,471

s13,485,35 I

3599,271
512,900,852

($1,S45,888)
ssls_2o5

(s700,2a5)
$464,991
fsz0_4s2)
s315,7v7

(sassnsow
rsszo_oa9J

(sz346,41x)

($1,765,750)
$495,707

(S¢69,x3s)
s444.s04
(99,593)
$302,087

(9-13_1ss)
($3()6145)

(Sm ,sau909)

I. TEN: dlrerl filing vvurlwanui uid 1015 bldg lumber: (Total I SI,ll74,926) ms the Hui: for it adluslnnemts. The nuzounU slow: In Column (b) have been Mjucad to reflect 2015 lctvnl elnelus
1 Data Snnrcec TOP A9-Fila! Pm Form: Income . 0v¢rhaul_0ul.lge Normalization Workplper.

x

t l l r I

n
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Exhibit KCI-l-15

Page l off

AECC Return on Equity Adjustment

Total Company Jurisdictional

Lin e
No .

AECC
Capital

Structure
Adiuslntengt

(8)

AECC
Incentive

Compensation
AJIMSMMI

(b)

Ume

M

I
z
3
4
s
6

Operating Revenues
Electric Retail Non-Fuel Revenue
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

0
0
0
0
0

0
0
0
0
0

1
2
3
4
s
6

7
8
9

10
11
12
13
14
15
16
17

0
0
0
0
0
0
0
0
0
0

0
0
0
o
0
o
0
0
0
o

7
s
9
10
l l
12
13
14
15
16
17

0 0 i s

0

0

Operating ElP¢\'IS¢S
Fuel Expense
Purchased Power - Demand
Purchased Power Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations 8¢ Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

18 Operating Income

19 Rate Base - Original Cost

20 Rate Base RCND

21 Gross Revenue Conversion Factor

22 Operating Income Revenue Requirement Impact (-Ln. 18 x Lm. 21)

(e)

19

20

21

22

23
24
25

TOP As-Filed OCRB Rate Base (KCH-1, p, 2, LII. 1)
Total AECC OCRB Rate Base Adjustments before ROE Adjustment
Total Adjusted OCRB Rate Base before ROE Adjustment (Lm. 23 + Lm. 24)

23
24
25

26 Weighted Cost of Capital before AECC ROE Adjustment

27 Total Adjusted OCRB Rate Base after ROE Adjustment (Lm. 19 + Lm. 25)

28 Weighted Cost of Capital alter AECC ROE Adjustment

29 OCRB Revenue Req't Impact ([(Ln. 27 x Lm. 28) - (Lm. 25 x Ur. 26)l x Lm. 21)

30 FV Increment Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Lm. 19 x 1.42% x Ln. 21)

31 Total Rave uh Requirement Impact (Lm. 22 + Lm. 29 + Lm. 30)1 I

0

0

1.6223

0

2,104,678
(52,619)

2,052,059

7.34%

2,052,059

7.01%

(10,826)

0

(I0.8299

26

27

28

29

30

31

Snnnm-ling SeheduWsfiidla Sours;
(a) & (b) Tlzr Rev Req Model - An cc we
(c) TEP Schedule C-3



Decision Date State Company Case Identification

Common
Equity

/Total Ca p

( %)

Return on
Equity

( %)

Exhibit KCH-I5
Page 2 of 3

2012 Vertically-Integrated Electric Utility Rate Case Summary
Cases with ROE Determinations as Reported by SNL Financial

1/25/2012
1/27/2012
2/15/2012
2/23/2012
2/27/2012
2/29/2012
3/29/2012
4/4/2012
4/26/2012
5/2/2012
5/7/2012
5/15/2012
6/7/2012
6/15/2012
6/18/2012
6/19/2012
6/26/2012
6/29/2012
7/9/2012
7/16/2012
9/13/2012
9/19/2012
10/24/2012
11/9/2012
11/28/2012
11/29/2012
12/12/2012
12/13/2012
12/13/2012
12/14/2012
12/19/2012
12/20/2012
12/20/2012
12/20/2012
12/20/2012
12/20/2012
12/20/2012
12/21/2012
12/26/2012

South Carolina
North Carolina
Michigan
Oregon
Florida
North Dakota
Minnesota
Hawaii
Colorado
Hawaii
Washington
Arizona
Michigan
Wisconsin
Wyoming
South Dakota
Michigan
Hawaii
Oklahoma
Wyoming
Texas
Utah
Wisconsin
Wisconsin
Wisconsin
California
Missouri
Florida
Kansas
Wisconsin
South Carolina
California
California
California
Kentucky
Kentucky
Oregon
North Carolina
Washington

Duke Energy Carolinas LLC
Duke Energy Carolinas LLC
Indiana Michigan Power Co.
Idaho Power Co.
Gulf Power Co.
Northern States Power Co. - M N
Norther States Power Co. - MN
Hawaii Electric Light Co
Public Service Co. of CO
Maui Electric Company Ltd
Puget Sound Energy inc.
Arizona Public Service Co.
Consumers Energy Co.
Wisconsin Power and Light Co
Cheyenne Light Fuel Power Co.
Northern States Power Co. - MN
Wisconsin Electric Power Co.
Hawaiian Electric Co.
Oklahoma Gas and Electric Co.
PaciGCorp
Energy Texas Inc.
PacifiCorp
Wisconsin Public Service Corp.
Madison Gas and Electric Co.
Wisconsin Electric Power Co.
Liberty Utilities CalPeco Ele
Union Electric Co.
Florida Power & Light Co.
Kansas City Power & Light
Northern States Power Co - WI
South Carolina Electric & Gas
Southern California Edison Co.
San Diego Gas & Electric Co.
Pacific Gas and Electric Co.
Kentucky Utilities Co.
Louisville Gas &. Electric Co.
PacifiCorp
Virginia Electric & PowerCo.
Avista Corp.

D-201 I-271-E
D-E-7, Sub 989
C-U-16801
D-UE-233
D-110138-EI
C-PU-10-657
D-E-002/GR-10-971
D-2009-0164
D-1 IAL-947E
D-2009-0163
D-UE-l11048
D-E-01345A-11-0224
C~U-16794
D-6680-UR-l18 (Alec)
D~20003-114-ER-l l (elem)
D-ELI1-019
C-U-16830
D-2010-0080
Ca-pUD20l100087
D-20000~405~ER-ll
D-39896
D-11-035-200
D-6690.uR-12I (Elem)
D-3270-UR-118 (Alec)
D-05-UR-106 (WEP-Elec)
A-12-02-014
C-ER-2012-0166
D-120015-E1
D-12-KCPE-764-RTS
D~4220-UR-118 (Alec)
D-2012-218-E
Ap-12-04-015
Ap-12-04-016 (Elem)
Ap-12-04-018 (Elem)
C-2012-00221
C-2012-00222 (Alec.)
D-UE-246
D-E-22, Sub 479
D-UE-120436

53.00
53.00
42.07
49.90
38.50
N A

52.56
55.91
56,00
56.86
4s.00
53.94
42.07
49.31
54.00
53.04
43.51
56.29
NA

52.10
49.92
52.10
51.61
59.09
52.09
51.50
52.30
N A

51.82
52.37
52.18
48.00
52.00
52.00
N A
NA

52.10
51.00
47.00

10.50
10.50
10.20
9.90
10.25
10.40
10.37
10.00
10.00
10.00
9.80

10.00
10.30
10.40
9.60
9.25
10.10
10.00
10.20
9.80
9.80
9.80
10.30
10.30
10.40
9.88
9.80
10.50
9.50
10.40
10.25
10.45
10.30
10.40
10.25
10.25
9.80
10.20
9.80

MEDIAN:
OBSERVATIONS:

52,10

34
10.20

39

Copyright 2016, SNL Financial LC
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Decision Date State Company Case Identification

Common
Equity

/Total Cap

(%)

Return on
Equity

( %)

Exhibit KCH-15
Page 3 of 3

2015 - Q12016 Vertically-Integrated Electric Utility Rate Case Summary
Cases with ROE Determinations as Reported by SNL Financial

1/23/2015
2/24/2015
3/25/2015
3/26/2015
4/23/2015
4/29/2015
5/26/2015
9/2/2015
9/10/2015
11/19/2015
11/19/2015
12/3/2015
12/11/2015
12/15/2015
12/17/2015
12/18/2015
12/30/2015
1/6/2016
2/23/2016
3/16/2016

Wyoming

Colorado

Washington

Minnesota

Michigan

Missouri

West Virginia
Missouri

Kansas

Wisconsin

Michigan

Wisconsin

miengan

Oregon
Texas

Idaho

Wyoming

Washington

Arkansas

Indiana

PacifiCorp
Public ServiceCo. of CO
PacifiCorp
Northern States Power Co. - MN
Wisconsin PublicService Corp.
Union ElectricCo.
AppalachianPower Co.
Kansas CityPower & Light
Kansas CityPower & Light
Wisconsin Public ServiceCorp.
Consumers Energy Co.
Norther States Power Co - WI
DTE Electric Co.
Portland General Electric Co.
SouthwesternPublic ServiceCo
Avesta Corp.
PacifiCorp
Avesta Corp.
Energy Arkansas Inc.
Indianapolis Power & Light Co.

D-20000-446-ER.14
D-14AL-066018
D-UE-140762
D~E~002/GR-13-868
C-U-17669
C-ER-2014-0258
C.14.1152-E-42T
C-ER-2014-0370
D-I5-KCPE-I 16-RTS
D-6690-UR-124 (Elem)
C-U-17735
D-4220-UR-121 (Elem)
C-U-17767
D-UE-294
D-43695
C-AVU-E-15-05
D-20000-469-ER-15
D-UE-150204
D-15-015-U
Ca-44576

51.43
56.00
49.10
52.50
NA

51.76
47.16
50.09
50.48
50.47
41.50
52.49
38.03
50.00
51.00
50.00
51.44
48.5
28.46
37.33

9.50
9.03
9.50
9.72
10.20
9.53
9.75
9.50
9.30
10.00
10.30
10.00
10.30
9.60
9.70
9.50
9.50
9.5
9.15
9.85

MEDIAN:
OBSERVATIONS:

50.09
19

9.11
20

Copyright 2016, SNL Financial LC
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Exhibit KCH-16

Page 1 of 2

AECC Jurisdictional Allocation Adjustment

Total Company Jurisdictional

Lin e
No .

AECC
Jurlsxilctlonal

Allocation
Adjustment

000

(8)

AECC
Jurisdictional

Allocation
Adjustment

000

(b)
1
2
3
4
5
6

Operating Revenues
Electric Retail Non-Fuel Reven uh
PPFAC Revenue
Sales for Resale
Other Operating Revenue

Total Operating Revenues

(2,715)
2,715

0
0

(0)

(2,715)
2,715

0
0
0

1
2
3
4
5
6

7
8
9

10
11
12
13
14
15
16
17

Operating Expenses
Fuel Expense
Purchased Power - Demand
Purchased Power - Energy
Transmission

Fuel, Purchased Power and Transmission
Other Operations & Maintenance Expense
Depreciation and Amortization
Taxes Other than Income
Income Taxes

Total Operating Expenses

2,715
0
0
0

2,715
0
0
0
0

2,715

2,115
0
0
0

2,11s
(4,944)
(4,248)

(748)
3,265

(3,960)

7
8
9
10
11
12
13
14
15
16
17

18 Operating Income (2,715) 3,960 18

19 Rate Base - Original Cost

20 Rate Base - RCND

0 19

0 20

21 Gross Revenue Conversion Factor

(62,117)

(110,196)

1.6223 (o 21

22 22

23 23

24 24

25

Operating Income Revenue Requirement Impact (-Lm. 18 x Lm. 21)

OCRB Revenue Requirement Impact (Lm. 19 x AECC WACC x Lm. 21)

FV Increment Rev. Req't Impact (Avg[Ln. 19, Lm. 20] - Ln. 19 x 1.42% x Ln. 21)

Total Revenue Requirement Impact (Ln. 22 + Lm. 23 + Lm. 24)

(6,424)

(7,066)

(554)

(s4,n43}l 25

Suppfpgilng schednglwikuifx Sourgc
(a) & (b) TEP Rev Req Model - AECC WP
(0) TEP Schedule C-3

I

Lin e

M



Exhibit xcH.16 REDACIED
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Derivation of AECC's Recommended Demand Jurisdictional Allocation Factor

Lin
_No._ Bale _NWA

(¢)
TOMA

(4)
swf

FERC w ISP
Removed

(ll) - (8) -(\>)

Tan!
(i)¢ (a) +G)

Line
N0-

Mann System
P ay
(1)

s i r
<b) Le)

Trleo
(0

su b -rw
FERC

(5) ' Sumibrf)
I
2
3
4
5

ma, z01s
My, 2015
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T m l

CONFIDENTIAL
1
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3
4
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1sz.ss9.365§
13213

(szssnsssy

ARC Jtnriléimlinx Hmmm Adjusimzn!
(ma Revenue Convenlnn Factor'
R4-wnuv Rrquirunenl Impact

E x h i b i t  K C H -1 7

Page 1 of  1

AECC New Corporate  Headquar ters  Bui lding Return Adjustment

Line

No .

1
1
3
4

5
6
7

lie4¢r¥miuwa
Land
Structures & Improvements

Furniture & Equipment
Network Equipment
Communication Equip
Miscellaneous Equipment
Total

FERC

M o u n t
389

390
39]
39]

397
398

ACC Jurisdiction

Ten Year

Ne! Hnnlc v»l»¢ '
7,521,380

60,140,795
\,\62,146

3,139,038
628,171

.36v46H..
1z,¢;;v ,9»

ACC Jurisdiction
Return Rf TEP

Proponed wAce*

7.34%

551,829

4,412,415
85,264

238,305

46,088
2,676

s.szs.svs

ACC Ju rhdicllon
Realm at  TE? w

Average Cos! oIID¢bt |

S a m
325,098

2,599,476
50,232

135,679

27.152
. 1,576
3439.213

ACC Jurlldictim
Ileadqunrten

Realm Adjultuneni

4 8 1 3 4 8 :
(226131)

() ,8 l2,939)
(3 s_033)
(94,626)

(18,936)
( l,099)

(2,189J6Si

s

9
xo

1. Data Snurcez TEP'1 Rluponle to AECC 15.1.
z. Dan Source: TEP recommended WACC, Ne ScMdul¢ D-1, p. l el' 1.
3. Data Sours: TOP W recommended cost al' debt based cm the average oIITEP'1 east nflaug term DeM an vuporled in TOP schedule D-2, p- I of z.
4. Data Source: TEP ncammended WACC, :he Schedule C-3, p. 1 of 1.

8
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Exhibit KCH-18

TEP' s  Non-Confidential Responses
To Parties ' Data Requests

Refe renced in Tes timony & Exhibits



TUCS ON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE TO AECC
FIRST SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
January 14, 2016

AEC C 1.3

J a n u a ry 4, 2016

TEP  is  in the  proce ss  of e va lua ting the H.R. 2029 through its  ye a r e nd close  proce ss  a nd will
respond as soon as possible .

R E S P O NDE NT:

Jason Rademacher

W ITNE S S :

Fra nk Ma rino

S UP P LEMENTAL RES P O NS E: J an u a ry 14, 2016

Bonus tax depreciation. Using TEP's direct case as a starting point, what is the impact on the
TEP's revenue requirement resulting from the five year extension of bonus tax depreciation in
H.R. 2029 (as signed into law by President Obama on December 18, 2015)? Please provide the
adjustments necessary on both a Total Company and ACC Jurisdictional basis necessary to reflect
the impact of this extension on TEP's requested revenue increase. Please provide the workpapers
used to support this response in Excel format with formulas intact.

RESPONSE :

For an updated Accumulated Deferred Income Tax pro forma adjustment that includes the impacts
of the extension of bonus depreciation, see AECC 1.3 Bonus - Rate Base - Accumulated Deferred
Income Taxes.xlsm. This update would reduce the overall revenue requirement by approximately
$1 .5 million. The Excel file is not identified by Bates numbers.

R E S P O NDE NT:

Jason Rademacher

W ITNE S S :

Fra nk Ma rino

Exhibit KCH-18

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")
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ADJUSTMENT NAME. Accumulated Deferred Income Taxes

ADJUSTMENT TO. Rate Base

DATE SUBMITTED. January 13, 2016

PREPARED BY. Donye'Bonsu

CHECKED BY.

REVIEWED av. Jay Rademacher

ACC JurisdictionalTotal Company

CREDITCREDIT DEBIT

FERC

ACCT FERC ACCOUNT DESCRIPTION DEBIT

$136,246,714190 ADIT 168,923,600

$15,519,338282 ADIT Other Property 19,241,437

$49,604,518283 ADIT Other 51 ,043,022

$65,123,856 $136,246,714$70,284,459 $168,923,800

Tucson Electric Power Company

RATE BASE PRO FORMA ADJUSTMENT

TEST YEAR ENDED JUNE to, 201s

ENTRY TOTAL

NET ENTRY $98,639,141 $11 ,122,858

Reason for Adjustment

To adjust rate base to reflect the pro forma test year ADIT.

Exhibit KCH-18
Page 2 of 22

AECC 1.3 Bonus - Rate Base - Accumulated Deferred Income Taxes



TUCSON ELECTRIC POWER COMPANY'S REVISED RESPONSE TO AECC
SEVENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 4, 2016

AECC 7_5

Please refer to STF 3.3 Jurisdictional Allocation-Confidential, provided in TEP's response to Staff
Data Request 3.3, the "Demand Summary" tab.

a. Please explain why the SRP and Shell demand has been removed in the calculation of the
jurisdictional demand allocation factors.

b. Please provide the expiration dates of the SRP and Shell wholesale contracts.

RESPONSE:

a.-b. The SRP and Shell wholesale contract will expire May31, 2016 and December 31, 2017
respectively. New Rates will not become effected until the first part of 2017; therefore,
the demand allocation proposed by the company reflects the appropriate known and
measurable long term Wholesale demand levels.

RESPONDENT :

David Lewis

WITNESS:

Craig Jones

9

Exhibit KCI-I-18
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TUCS O N ELECTRIC P O WER CO MP ANY'S  RES P O NS E TO  AECC TENTH S ET O F
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0.22
Ma y 13, 2016

AECC 10.1

a.

b.

c.

d.

Legal expenses.

P lease  identify by FERC account the  amount of outside  lega l expense  included in the  test
year re ta il revenue requirement.

Are  there  any differences between TEP 's per-books outside  legal expense  and the  amount
include d in the  te s t ye a r re ta il re ve nue  re quire me nt? If so, ple a se  show whe re  the se
adjustments  a re  presented in TEP 's  tiling.

P lease  identify by FERC account the  amount of outs ide  lega l expense  included in TEP 's
requested test year re ta il revenue  requirement in Docket No. E-01993A-12-0291.

P lease  identify by FERC account the  amount of outside  lega l expense  incurred by TEP in
each of the  following years: 2012, 2013, and 2014.

P lease  re fer to the  Direct Testimony of Michael E. Sheehan, p. 45, lines 18-19. Are  any of
the  ou ts ide  le ga l e xpe ns e s  a s s oc ia te d  with  the  co-owne rs  a nd  form e r le s s ons  of
S pringe rville  Unit 1 include d in the  te s t ye a r re ta il re ve nue  re quire me nt?  If so, ple a se
identify this  amount, indica te  the  docket number(s) of the  cases, and expla in the  ra tiona le
for recovering these  expenses from ratepayers.

e.

RESPONSE:

a.

Ap ril 18, 2016

P le a se  se e  AECC 10.1a  Le ga l Expe nse s .xlxs . The  Exce l file  is not_ ide ntifie d by Ba te s
numbers .

b.

c.

The  diffe rences  be tween TEP 's  books outs ide  lega l expense  and the  amount included in
the  te s t yea r a re  identified in the  tile  re fe renced in AECC l0.la .

P le a se  s e e  AECC l0.lc Le ga l Expe nse s .xlxs . The  Exce l file  is not identified by Ba te s
numbers.

P le a se  se e  AECC 10.1d Le ga l Expe nse s .xlxs . The  Exce l file  is not identified by Ba te s
numbers.

e Ye s . The re  is  $1,340,437 of outs ide  le ga l e xpe nse s  a ssocia te d with the  co-owne rs  a nd
former lessons of Springerville  Unit 1 included in the  test year re ta il revenue  requirement.
Below is a  lis t of the  case  numbers and docket number:

Alte r fa  S p rin g e rville  LLC, LDVF1 TEP LLC, Wilmington Trus t Co. a nd Willia m J .
Wade v. TEP
FERC Dkt. No. ELI5-17-000

Alte r fa  S p rin g e rville  LLC, LDVF1 TEP  LLC, Wilmington Trus t Co. and William J .
Wade  v. TEP
Case  No. 653898/2014
Ne w York County S upre me  Court

Alter fa Springerville LLC, LDVF1 TEPLLC (via Wilmington Trust Company and
William J. Wade as Trustees)
Case No. 01-15-0003-7373
American Arbitration Association

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

d.

Exhibit KCH-18
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UniSourceEnergyDevelopmentCompany("UED")
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC TENTH SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
May 13, 2016

TEP v. Alte r fa  Springerville  LLC, LDVF1 TEP LLC, Wilmington Trust Co. and
William J. Wade Consolidated Matter
Case No. 01-15-0003-2729
American Arbitra tion Association New York

The rationale for recovery is that these legal expenses were necessary in order to acquire
the interests in SGS Unit l. As such, they are considered transaction costs for the
acquisition to provide service to customers.

RES P ONDENT:

Riga  Ra mire z

WITNES S  :

Da lla s  Dukes

S UP P LEMENTAL RESPONSE: May 13, 2016

In response to AECC 19. I , TEP provides the following. The legal expenses shown in AECC 10. 1 d
Legal Expenses.xlxs are on a total Company basis. For the ACC jurisdictional basis, please see
AECC l0.1d Legal Expenses ACC Basis.xlsx. The Excel file  is identified by Bates numbers.

RES P ONDENT:

Rico Ra mire z

WITNE S S :

Dallas  Dukes

Exhibit KCH-18
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Tucson Electric Power

Legal Expenses

AECC 10.1a

FERC

Test Year

Unadjusted

Balance

REST & DSM

Adjustment
Springewille Units

3 &4

Power Supply
Management

Test Year

Adjusted Balance

1,115.00 1,115.00
9

¢»

at 0

4,789.50 (2,394.72) 2,394.78
iv

203.50

in

4:

-

an

an

4»

41

at

so

41:

an

203.50

0500

0502

0506

0556

0560

0590

0903

0908

0923

0926

31,346.36
16,945.95

3,483,179.46
101,041.56

3,638,621.33

(357,949.73) (22,619.00)

31,346.36

16,945.95

3,102,610.73
101,041.56

3,255,657.88(357,949.73) (2,394.72} (22,619.00)

Q

Exhibit KCH-18
Page 6 of 22



Tucson Electric Power

Legal Expenses

AECC 1o.1¢

FERC

Unadjusted

Calendar Yr. 2011 REST& DSM

Springerville Units Adjusted Calendar
3 &4 Yr. 2011

an

In

3

an

-

8,323.100417

0514

OS56

0903

0908

0923

0926

(8,323.10)
78,822.13
5,410.85

20,117.18
1,849.00

1,925,765.71
320,820.19

2,342,461.96

(58,051.48) (4,161.54)

(58,051 .48) 4,161.56

76,822.13

5,410.85

20,117.18

1,849.00

1,863,552.69

320,820.19
2,288,572.04

Exhibit KCH-18
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Tucson Electric Power

Legal Expenses

AECC 10.1d

FERC DEC-12

Test Year Ended

June 30, 2015

Acc %

ACC Jurisdiction

Basis

DEC-12

Rh *

28,676,25 25,746.33
o

89.782780%

89.782780%

89.782780%

3,382.00

560.00

Ar

W

OS00

OS02

OS06

0556

0560

0590

0903

0908

0923

0926

100.000000%

100.000000%

100.000000%

83.907730%

83.907730%

32,374.88
117,158.21

1,672,679.97
48,438.70

1,903,270.01

32,374.88

117,158.21

1,403,S07.79

40,643.81

1,619,431.02

I.
av
8

FERC DEC-13

Test Year Ended

June 30, 2015

Acc %

ACC Jurisdiction

Basis
DEC~13

12,636.25 11,345.18
0

an

89.782780%

89.782780%

89.782780%

»

8

*

49

41

as

0500

0502

0506

0556

0560

0590

0903

0908

0923

0926

72.00

17,828.92

777.00

27,586.75

11,708.51

1,445,192.93

185,733.53

1,701,535.89

100.000000%

100.000000%

100.000000%

83.907730%

83.907730%

777.00

27,586.75

11,708.51

1,212,628.58

155,844.79

1,419,890.81

FERC DEC-14

Test Year Ended

June 30, 2015

ACC %

Acc Jurlsdlctlon

Basis

DEC-13

62,575.08
»

89.782780%

89.782780%

89.782780%4,789.50

869.50

0soo
0502

0506

0556

OS60

0590

0903

0908

0923

0926

an 100.000000%

100.000000%

100.000000%

83.907730%

83.907730%

56,181.65

4,300.15

36,146.66

14,523.00

1,912,773.60

198,712.19

2,222,637.2S

36,146.66

14,523.00

2,279,615.48

236,822.27

2,63s,341,49
1
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC ELEVENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 14, 2016

Regarding TEP 's  proposa l

b.

c.

d.

AECC 11.3

P lea se  re fe r to the  Direct Tes timony of Kenton C. Grant, pp. 31-32.
to include  $42.7 million of the  2006 SGS 1 acquisition in ra te  base :

P lease  expla in the  current accounting trea tment on TEP 's  books of this  $42.7 million, a s
we ll a s  the  origina l $48 million acquis ition cost.

Has any portion of this  acquisition cost been amortized?  If so, please  expla in and identify
the  amortiza tion schedule .

Has TEP requested to include any portion of the  2006 acquisition investment in a  prior ra te
case?  If yes , please  expla in. If not, please  expla in why TEP  has  not requested inclus ion
in ra te  base  previously.

Wha t is  the  ne t book va lue  of S GS  1 on J a nua ry 2, 2015 (whe n TEP  comple te d the
purchase)?  Please separately identify original cost, capita l improvements, and accumulated
deprecia tion. What was die  ne t book va lue  of the  SGS Coal Handling Facility on June  30,
2015  (a t the  e nd  o f the  te s t year)'? P le a s e  s e pa ra te ly ide ntify origina l cos t, ca pita l
improvements, and accumulated deprecia tion.

What was the  net book value  of the  SGS 1 on June 30, 2015 (a t the  end of the  test year)'?
P le a s e  s e pa ra te ly ide ntify orig ina l cos t,  ca p ita l im prove m e nts ,  a nd  a ccum ula te d
deprecia tion.

What is  the  amount of ADIT for the  SGS l on June  30, 2015?

e.

b.

c.

f.

RES P ONS E:

a . TEP 's  current accounting re flects  $36 million of ne t a sse ts  a s  discussed in pa rt b of this
response . These  asse ts a re  currency accounted for as a  component of the  plant in service
and accumulated deprecia tion accounts.

The  origina l $48 million lease  a sse t acquis ition was trea ted as  a  lease  equity investment
and was amortized to $36 million as of December 31, 2014.

No. TEP  has not previously requested ra te  base  trea tment of the  re fe renced lease  equity
inve s tme nt s ince  S GS  Unit 1 wa s  re fle cte d in ra te s  a s  a n ope ra ting le a se  e xpe nse . As
described in Mr. Grant's  direct testimony, when TEP purchased the  lease  equity interest, it
paid for the right to receive all of the remaining lease equity rents, as well as for the residual
value of the asset at the end of the lease. Now that the lease term has ended, TEP is  seeking
to include a portion of the original lease equity investment in rate  base as a  cost of acquiring
the  a sse t. However, the  portion of the  origina l lea se  equity investment requested in ra te
base is higher, on a  percentage basis, than the  portion requested for the  SGS coal handling
fa cilitie s , Tha t is  be ca use  the  re duction in le a se  e quity re nts  a chie ve d by TEP , whe n it
amended the  lease  in 2006, was fully re flected in the  SGS Unit 1 revenue  requirement in
the  2008 ra te  order.

S e e  AECC 11.2 a nd 11.3 S GS  NBV a nd ADIT.xlsx.
Bates numbers.

RE S P O NDE NT:

Rico Ramirez / Jason Rademacher

WITNE S S :
Ke nton Gra nt / Da lla s  Duke s

d.-f. The  Exce l file  is not ide ntifie d by
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Tucson Electric Power Company

Rate Case Test Year Ended 06/30/2015

AECC 11.2 & 11.3 SGS1 and SGSCH Net Book Value & ADIT

1/2/2015

Plant in Service - Account 101

Accumulated Reserve - Account 108

Acquisition Adjustment - Account 114

Amortization of Acq. Adj. Account 115

Net Book Value

358,470,749

(168,658,726)

(40,536,573)

6/30/2015
359,418,280

(171,271,606)
(40,636,573)

655,926
148,166,027149,175,450

ADIT (9,892,155)

Plant in Service - Account 101

Accumulated Reserve - Account 108

Acquisition Adjustment- Account 114

Arnortiz§tlon of Act. Adj. Account ms
Net Book Value

4/5/2015

206,670,828

(90,824,298)

24,700,725

6/30/2015
179,094,730

(78,367,861)

18,445,964

(84,828)

119,088,005140,547,255

ADIT (4,327,551)

*The amounts includecoalhandling related rollingstock which is not associated withthe

Springervllle Coal HandlingFacility lease.

Exhibit KCH-18
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC FIFTEENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
May 03, 2016

AECC 15.1

Follow up to TEP 's response  to AECC Data  Request 11.4. In response  to AECC Data  Request No.
11.4, TEP provided the  costs  of its  new headquarte rs building included in ra te  base  in the  current
ra te  case . As a  fo11ow~up, please  provide  the  following:

a, Please provide a breakdown of the amounts shown for the new TEP headquarters in 1 l.4(b)
by FERC account. In addition, please include both the Total Company and the ACC
jurisdictional allocation for each FERC account amount.

b. Please  provide  a  description of the  $3.3 million capita l improvements tha t were  necessary
on the  new TEP headquarte rs  building.

Q. Please provide the Total Company amounts by FERC account (both cost and accumulated
depreciation) that TEP included in its last rate case (Docket No. E-01933A-12-0291) for
the new headquarters building.

d, Please reconcile any differences in the Total Company headquarters original cost amount
provided in TEP's response to I1.4 with the headquarters gross rate base included in TEP's
est rate case, Docket No. E-01933A-12-029. (See TEP's responses to AECC Data Requests
9.1 and 11.8 in that docket.) If the headquarters' original cost has increased since the last
rate case, please provide an explanation for the increase.

RES P ONS E:

a . The  a mounts  provide d be low re fle ct the  re s pons e  to RUCO 7.20a . AECC 11.4a  wa s
prepa red ba sed on informa tion us ing TEP 's  Utility P lant report Howeve r, subsequent to
AECC 1 l.4a  information re la ted to the  headquarters building was updated for the  response
to RUCO 7.20a . The  a mounts  re fle ct cha nge s  for the  re mova l of e nd us e r compute r
equipment (391-CP) such as  PC's , laptops and I-pads, a lso (303-software) was removed.
Afte r furthe r conside ra tion the se  type  of a sse ts  should not be  directly a ttributable  to the
building but ra ther stand-a lone  in na ture . P lease  see  tabs labe led "AECC 15. la  Part 1" for
ra te  ba se  a nd "AECC 15.1a  P a rt 2" for ACC J urisdictiona l in AECC 15.1 S upportxlsx.
The  Exce l file  is no t identified by Ba tes numbers.

The  $3.3 million ca pita l improve me nts  provide d in re sponse  to AECC 1l.4a  ha ve  be e n
removed from the  response  to RUCO 7.20a . The  capita l improvements included leasehold
improvements  re la ted to the  old leased downtown building, these  a re  not pa rt of the  new
headqua rte rs  building and have  a lso subsequently been fully amortized and re tired from
plant in-service  in September 2015.

P lease  see  a ttached file  AECC 15.1 2012 TEP RC DR AECC 9.1 and 9.2.pdf, Ba tes Nos.
TEP \024256-024257, for New HQ Building cos t and accumula ted deprecia tion included
in the last ra te  case.

d. The increase of $3.9M since the last rate case is due to an addition of a security system,
parking lot, network equipment and office furniture. Please see tab labeled "AECC 15. ld"
in the attached excel file "AECC 15.1 Support.xlsx". The Excel file is not identified by
Bates numbers.

Exhibit KCH-18

Arizona Corporation Commission ("Commission")
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b.

c.
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC FIFTEENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
May 03, 2016

RESPONDENT:

Chrissy Cuevas (a part 1,b, d)/ Bernadette Porter (a part 2, c.)

WITNESS:

Dallas Dukes / Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson ElectricPower Company ("TEP"or the "Company")
UNS Energy Corporation ("UNS")

Exhibit KCH-18
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TUCS O N ELECTRIC P O WER CO MP ANY'S  RES P O NS E TO  AECC S IXTEENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
April ___. 2016

AECC 16.1

Please  refer to Schedule  B-2, p. 4.

a. Does the $25,112 (thousand) regulatory asset entry in the "SGS CHF" column include the
$23,886,510 regulatory asset being requested by TEP for the share of leasehold improvements
attributed to the 50.5% Springerville Unit 1 owner (as identified in Attachment AECC 10.2
SGS U1 LH Improvements 50.5)?

b. If s o, why is  this  re gula tory a s s e t c la s s ifie d in S che dule  B-2 a s  be ing re la te d to the  coa l
ha ndling fa cility?

P le a se  ide ntify the  a nnua l ACC jurisdictiona l re ve nue  re quire me nt be ing re que s te d for the
$23,886,510 regula tory asse t, separa te ly identifying re turn and amortiza tion expense . P lease
p rov ide  the  p ropos e d  a m ortiz a tion  s c he du le  a nd  ind ic a te  whe re  in  TE P 's  tiling  the
amortiza tion expense  is  included or identified.

d. Does the $25,112 (thousand) regulatory asset entry in the "SGS CHF" column include the
$1,l1.2 (thousand) "Sundt and San Juan M&S" regulatory asset identified in Schedule B-2, p.
3?

e. If so, why is this regulatory asset classified in Schedule B-2 as being related to the coal
handling facility?

f. P le a se  ide ntify the  a nnua l ACC jurisdictiona l re ve nue  re quire me nt be ing re que s te d for the
$1,11.2 (thousand) "Sundt and San Juan M&S" regula tory asse t, separa te ly identifying re turn
and amortiza tion expense . P lease  provide  the  proposed amortiza tion schedule  and indica te
where  in TEP 's  filing the  amortiza tion expense  is  included or identified.

RES P ONS E :

a. Yes. As explained in company witness Kent Grant testimony, the leasehold improvements
associated with the 50.5% co-owner share were reclassified as a regulatory asset and remain
on the same 10-year amortization schedule approved in TEP's last rate case.

b. The  column title  should have  been more  inclusive  or possibly a  new column should have
been prepared for the  regula tory asse t. The  regula tory asse t entry under the  column SGS
CHF include s  the  following:

S GS  Unit l Leasehold Improvements

Sundt and San Juan Materia ls & Supplies

Regula tory Asse ts

$23,886,510

1,225.594

$25,112,104

c.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

c.

The annual ACC jurisdictional revenue requirement the Company is requesting is
$4,688,755. This is made up of $2,165,307 of amortization expense a11d32,§8§°;3*é'~3;.§'§

Page 15 of 22
UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC SIXTEENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April __, 2016

return. The amortization expense is included in the Depreciation and Amortization Expense
Annualization pro forma adjustment. Please see attached Regulatory Asset Amortization
schedule for additional detail and FERC accounts.

d.

e.

f .

See AECC l6.l(b) above.

See AECC l6.l(b) above.

The annual ACC jurisdictional revenue requirement the Company is requesting is
$537,984. This is comprised of $408,531 of amortization expense and $129,423 return.
The amortization expense is included in the Sundt and San Juan Material 8: Supply pro
forma adjustment. Please see attached Regulatory Asset Amortization file for additional
detail and FERC accounts.

RESPONDENT :

Rico Ramirez

WITNES S :

Kenton Grant

w

Exhibit KcH-18
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TUCSON ELECTRIC POWER COMPANY'S  RESPONSE TO RUCO'S  FIFTH SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 4, 2016

RUCO 5 .1

a.

b.

Credit Card Processing Fees.- Please answer the following questions as they relate to Credit Card
Processing Fees:

In the Company's pro forma adjustment for credit card processing fees, do year 1, year 2,
and year 3 refer to 2016, 2017, and 2018? Ifni, what years do they refer to?

In the Company's pro forma adjustment for credit card processing fees, please update the
2015 estimated volume and dollars to actual.

c.

d.

e.

f.

In year 1 why does the Company believe credit card usage will increase by 50 percent, 10
percent in year 2, and 10 percent in year 3, or 70 percent overall?

Please provide a copy of all contracts between TEP and the credit card vendors.

Currently does the Company credit card fee of $3.50 to TEP customers not cover the credit
card vendor expenses, TEP has to pay? If no, please provide the amount that is under
collected along with the supporting calculations of this amount.

How are card paying customers "paying their fair share" if under the Company's proposal
non-credit card customers now have to pick-up some of their expenses.

How does the Company's proposal not create subsidizes for credit card paying customers
at the expense of those that do not pay by credit card?

How does the Company's proposal follow cost of service ratemaddng (Le. cost causation)'?

If the customer has money withdrawn from his/her bank account automatically, does the
Company have to pay a fee to the bank?

j. If yes to i., does the Company charge a bank fee to these customers?

RESPONSE:

a.

b.

h.

i.

c.

No, the y re la te d  to  2017, 2018, a nd 2019.

P le a s e  re fe r to  the  a tta che d Exce l file : Incom e  - Cre dit Ca rd P roce s s ing Fe e s -Re vis e d.xls m

provide d in  re s pons e  to  UDR 1.001,  a s  s upple m e nte d .

The  inc re a s e s  we re  ba s e d  on  e s tim a te s  p rovide d  by two  inde pe nde n t indus try le a de rs  in

u tility c re d it ca rd  pa ym e nt proce s s ing .  It is  no t a  figure  ca lcu la te d  by TEP .

According to the research and analysis, utilities who do not charge a convenience fee see

double the volume of transactions over those who do charge a fee.

d. Th e  re s p o n s ive  file is c o m p e t it ive ly s e n s it ive  c o n fid e n t ia l with  th e  o wn e rs h ip  o f th e

docum e nt he ld  by the  contra ctor.  TEP  a tte m pte d to  ga in pe rm is s ion to  provide  the  file ,  but

pe rm is s ion  wa s  de nie d .

e. The $3.50 fee represents 100% of the third party transaction costs associated with the credit

card payments. The fee is paid directly to the third party vendor by the customer making

the payment. TEP does not incur any of these costs.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

g.

Exhibit KCH-1 s
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TUCS O N ELECTRIC P O WER CO MP ANY'S  RES P O NS E TO  RUCO 'S  F IF TH S ET O F
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
Ap ril 4, 2016

f. Customers can pay their TEP bill in a number of ways: by check, cash, automatic bank
account deduction or credit card. The Company's cost to process these payments varies
by type of remittance and its overall processing costs are impacted by customers' behavior.
TEP's proposal is in response to consistent feedback from TEP customers indicating
dissatisfaction with the high fee that is imposed when paying their bill by credit card. The
Company has experienced a growing trend that customers prefer to pay their utility bills
by credit cards but realized that customers do not understand why a fee is imposed when
other credit card fees for other services are embedded in the market price rather Man as an
added fee. The cost to Company currently varies by payment method therefore this
approach is now more consistent across all customers. The approach still aligns with cost
recovery as the credit card customers are still paying $1.00 toward the transaction.

This proposal will create a slight subsidy for customers paying by credit card even though
such customers pay a minimal fee. The Company will continue to solicit vendors that will
commit to charging a significantly lower fee that will result in less subsidy.

g. Please refer to 5. 1(f) above.

h . P lease  refer to 5.1(f) above.

i. Yes, the  depository bank assesses a  fee  for each withdrawal transaction.

j No, the  Company does not.

RE S P O NDE NT:

Bria n Bub / Rico Ra mire z

WITNE S S :

Denise  S mith

go,

V
t,.

Arizona Corporation Cormnission ("Colnmission")
Fortis Inc. ("Fortis")
TucsonElectric PowerCompany ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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TUCS O N ELECTRIC P O WER CO MP ANY'S  RES P O NS E TO  RUCO 'S  F IF TH S ET O F
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o .  E-01933A-15-0-22
Ap ril 14, 2016

RUCO 5.2

Lang-Term incentive Compensation- Please answer the following questions as they relate to long-
term incentive compensation:

a. To clarify the Company is seeking long-term incentive compensation of $1,349,782 in the
test year and $1,049,924 as a pro forma adjustment for a total of $2,399,706 in long-term

incentive expense in this case. If no please explain.

b.

c.

Why did the  Company not request long-term incentive  compensation in its  last ra te  case?

Has the Company in prior rate cases asked for long-term incentive compensation? If so,
please provide the docket number, along with the Commission decision relating to the
Company's request.

d. Why is the Company using a  two year average as opposed to a  three year average?

What Company executives or officers a re  e ligible  for the  program?e.

f_ List the names of the executives or officers in d. above along with the total long-term
incentive compensation provided to them by fiscal year for the test year and three prior

years. The test year and prior year amount should reconcile to your pro forma adjustment.

g. Provide a sub account that breaks-out the long-term compensation amounts between salary
and payroll taxes for the years noted in £, the test year and prior year amount should
reconcile to your pro forma adjustment.

h . From the Company's pro-forma adjustment $180,098 has been capitalized. Please explain

to what accounts this amount was allocated to and how this amount was allocated

i. Was any long-term incentive compensation between 7/1/14 through 12/31/14 capitalized?

If so, please provide the amount and explain to what accounts this amount was allocated to
and how this amount was allocated.

j- Please  expla in the  Fortis  Merger long-te rm incentive  compensa tion expense  offse t to the

Company's  pro-forma adjustment in the  amount of $2,534,690, and how it was ca lcula ted.

k. Please prov ide a copy of any and all long-term incentive compensation program

document(s), and explain how the performance units and restricted stock units relate to the

performance goals, if not already provided.

l . Please provide a copy of the Company's benchmarldng study.

m. What is the capitalization percentage for the test year?

RESPONSE: April 4, 2016

a. No. While  responding to data  request AECC 5. l , the  Company discovered that the  amount
listed as Fortis Merger LTI Compensation expense was incorrect. As a  result the  Pro Forma
a djus tme nt wa s  upda te d a ccordingly. The  Compa ny is  s e e king long-te rm ince ntive

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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File Name Bates Numbers

R Jco 5.2k - 2012 LTI Term Sheet-Coniidentia1.pdf TEP\021453-021455

RUCO 5.2k - 2013 LTI Te n n S hee t-Con5dentia l.pdf TEP \021456-021459

RUCO 5.2k - 2014 LTI Te rm S he e t-Coniide ntia Lpdf TEP\021460-021463

RUCO 5.2k - 2015 LTI Te rm S he e t-Contide ntia Lpdf TEP \021464-021467

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S FIFTH SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 14, 2016

compensation of $491 ,910 in the test year and $1, 191 ,919 as a pro forma adjustment for a
total of $1 ,683,829 in long-term incentive expense in this case

b.

c.

d.

e./f.

g.

Because of the size of the revenue request in the last rate case, the Company decided to not
request long-term incentive compensation in this last rate case, but reserved the right to

request it in this case.

Not in the last two rate cases.

The Company used the same two year methodology as it did for the payroll adjustment.

TEP is in the process of gathering this information and will provide it as soon as possible.

The Long-Term Incentive Compensation Pro Forma Adjustment does not include payroll
taxes.

The $180,098 capitalized amount was allocated to FERC l 0'7 via the A&G Allocation.

No long~term incentive compensation between 7/1/14 through 12/31/14 was capitalized.

h.

i.

j. The Fortis Merger triggered the payout of all outstanding long-term incentive awards

resulting in the accelerated recognition of compensation expense. Compensation expense

on these annual awards is typically recognized ratably over a three-year term. In order to

normalize the pro forma adjustment, the amount related to the accelerated recognition of
compensation expense as a result of the Fortis Merger was deducted. This amount was

calculated as follows:

Tota l Estimated Additiona l Comp Expense  in 2014

Multiplie d by: TEP  Ma ss . Alloca tion P e rce nta ge

Add: P a yroll Ta xe s  on LTI P a youts

$2,680,890

X 8 0 .4 6 %

2,157,044

377,646

$2,534,690

The  Payroll Taxes on LTI Payouts  amount lis ted above  should not have  been included in

the  Long-Term Incentive  Compensation Pro Forma Adjustment. The pro forma adjustment

was subsequently updated in a  recent data  request as referred to in RUCO 5.2a above.

k . P lease  see  the  following a ttached tiles:

THE FILES LISTED BELOW CONTAIN CONFIDENTIAL INFORMATION AND ARE
BEING PROVIDED PURSUANT TO THE TERMS OF THE PROTECTIVE
AGREEMENT.

Arizona Corporation Commission ("Colmnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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1.

m .

TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  FIFTH S ET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 14, 2016

TEP is in the process of gathering this information and will provide it as soon as possible.

The capitalization percentage used in the Long-Term Incentive Compensation Pro Forma
Adjustment for the test year was 24.8% for the period 7/1/14 through 12/31/14 and 26.8%
for the period 1/1/15 through 6/30/15.

RES P ONDENT:

Georgia Hale/ David Lewis/ Steve Bracamonte

WITNES S :

Frank Marino

S UP P LEMENTAL RES P ONS E: April 14, 2016

THE FILE  LIS TED BELOW CONTAINS  CONFIDENTIAL INFORMATION AND IS
BE ING  P R O VIDE D P UR S UANT TO  THE  TE R MS O F  THE  P R O TE C TIVE
AGREEMENT.

in

e-f, 1. Please see RUCO 5.2 ( e f & 1)-ConfidentiaLpdf, Bates Nos. TEP\021565-021566, for the

confidential responses to subparts e, g and l.

RES P ONDENT:

Georgia Hale (e. and f.) / Gabrielle Camacho (1)

WITNES S :

Frank Marino

¢

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("'I`EP" or the "Company")
UNS EnergyCorporation ("UNS")
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TUCSON ELECTRIC POWER COMPANY'S  RESPONSE TO STAFF'S  SEVENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
March 21, 2016

STF 1.14

Severance Pay:

Reference UDR 1.043 .

a. Please explain who was separated and why severance pay was paid.

b. What is the amount of severance the Company is requesting to recover in this rate case?

c. If the Company is seeking recovery, please explain why this is a recurring transaction.

RESPONSE:

a.

b.

The severance was paid in the ordinary course of business. Individual severance
agreements contain confidentiality agreements that would preclude us from providing

names of such employees and the details of the circumstances resulting in the severance

payment without their consent. Although we cannot identify each employee individually,
the severance payments are generally made to employees at the middle management or

professional level or higher, and is consistent with requests made in prior rate cases.

As set forth in UDR 1.043 the amount the company is requesting to recover in this rate

case is severance pay of $365,688 ($111,835 capitalized and $253,853 O&M). $223,853

of O&M was recorded in FERC Account 920 and $30,000 in FERC Account 580.

c. In the ordinary course of business there are situations which result in severance paid to
particular employees. This occurs in any given year, therefore the Company does not deem
this to be an extraordinary expense.

RESPUNDENT :

Gabrielle Camacho

WITNES S :

Frank Marino

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

Exhibit KCH-18
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I DIRECT TESTIMONY OF KEVIN c. HIGGINS

2

3 INTRODUCTION

4 Q. Please state your name and business address.

5 A. Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City, Utah,

6 84111.

7 Q. By whom are you employed and in what capacity?

8 A. I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies

9 is a private consulting firm specializing in economic and policy analysis

10 applicable to energy production, transportation, and consumption.

Q. Are you the same Kevin C. Higgins who pre-filed direct testimony in this case

12 on behalf of Freeport Minerals Corporation and Arizonans for Electric

13 Choice and Competition ("AECC")' on the subject of revenue requirement?

14 A. Yes, l a m. My cost of service / rate design testimony is also being

15 sponsored by Noble Americas Energy Solutions ("Noble Solutions") with respect

16 to my discussion of buy-through programs and related topics. Noble Solutions is

17 a retail energy supplier that serves over 15,000 commercial and industrial end-use

18 customers in 16 states, the District of Columbia, andBaja California,Mexico, and

19 supplies power to Arizona Public Service Company ("APS") that serves

20 Experimental Rate Rider AG-1 ("AG-1") customers on the APS system.

21 Q- What is the purpose of your testimony in this phase of the proceeding?

| Henceforth in this testimony, Freeport Minerals Corporation and AECC collectively will be referred to as
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1 A.

2

3

4

5

6

My testimony addresses the general topics of cost of service, revenue

alloca tion, and ra te  design. My testimony a lso includes specific discussions of the

buy-through ta riff presented by Tucson Electric Power Company ("TEP" or the

"Company"), unbundled ra tes, the  mobile  home park ra te  schedule , the  Lost Fixed

Cost Recovery mechanism ("LFCR"), and ra te  design issues applicable  to the

Purchased Power and Fuel Adjustment Charge  ("PPFAC").

7

8 S UMMAR Y

9 Q. What are the primary conclusions and recommendations presented in this

10

11 A.

12

phase of your testimony?

(1) As a general proposition, I support TEP's use of the CP - Average &

Excess Demand ("CP AED") method to allocate production demand and

1 3

14

1 5

16

17

transmission costs to classes. However, I disagree with two details  re la ted to the

Compa ny's  a pplica tion of the  CP  AED me thod. Accordingly, I a m

recommending two specific changes  to TEP 's  ca lcula tion of the  CP AED

alloca tor, which I describe  in my tes timony.

(2) I have  identified five  cost a lloca tion e rrors  and conceptua l flaws in

1 8 TEP's cost-of-service study unrelated to the allocation of generation and

19 transmission costs , which I have  corrected in my testimony. Two of these  errors

20

21

22

23

24

were acknowledged by TEP in discovery.

(3) TEP's proposed revenue allocation contains a very large subsidy for

the Residential class, whereas the General Service ("GS") and Large General

Service ("LGS") classes would have rates that are 16.7% and 25.0% above cost,

respectively. Using TEP 's overall revenue proposal as a baseline,I recommend
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l reducing the GS and LGS revenue allocation such that the rates for each class are

2 no more than 12.5% above cost of service. I also recommend reducing the High

3 Voltage (138 kg) revenue allocation by to move this customer class

4 to its  cost of service , and fine-tuning the  revenue a llocation to Large Power

5 Service  ("LPS") to bring this  class  to its  cost of service  as  well. The  sum of these

6

7

net reductions would be offset with a  corresponding increase in the  revenue

allocation to the  Residentia l class , which would a lso move this  class  closer to its

8 cost of service , a lthough a  considerable  subsidy would still remain in residentia l

9 ra te s .

10

1 1

At AECC 's proposed revenue requirement,I have apportioned my

recommended revenue allocation as shown in Table KCH-5, which includes a

12 buy-through reserve fund of $7,550,207 as explained below in My testimony. For

1 3

14

15

an alternate revenue requirement that may be approved by the Commission,I

recommend scaling down (or up as appropriate) each class's revenue allocation

by an equal percentage of non-fuel revenues relative to my recommended rate

16

17

18

spread a t AECC's recommended revenue requirement shown in Table  KCH-5,

while  s till providing for the  buy-through reserve  fund of $7,550,207. As is  the

case  for Table  KCH-5, the  buy-through reserve  would be  funded from a  portion of

19

20

21

22

23

24

the  revenue reduction (re la tive  to TEP's  filed case) tha t would otherwise  apply to

customers in the  classes e ligible  for the  buy-through program, discussed below,

which under my proposal would be  LGS, LPS, and High Voltage .

(4) I recommend adoption of a  buy-through program tha t is  as  s imilar as

reasonably possible  to the  AG-l program currently in e ffect in the  APS service

te rritory, but with a  diffe rent funding mechanism than the  APS program. While  I
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|

1

2

3

4

believe  it would be  preferable  to a llow Arizona  customers full access to the

electric power marketplace to take advantage of the benefits  of competition as

intended by the  Arizona Legisla ture , a  buy-through program represents a

compromise that provides customers the opportunity to engage in market

5 transactions and potentially reduce their energy costs, consistent with state policy,

6

7

8

but without implementing H111 direct access service. A successful buy-through

program will enhance the  economic development climate  of the  TEP service

territory and of the  s ta te  genera lly.

9

10

I recommend adopting some of the  features of the  buy-through program

presented by TEP, but modifying other features to make the program open to a

wider varie ty of customers , making it a  more  viable  option. I recommend

12

13

changes to program sca le , e ligibility, pricing, te rms of re turn to s tandard

generation service , and the  mechanics of fixed generation cost recovery. I a lso

14 recommend a clarification to the program tell.

15 S pe cifica lly:

16

17

18

19

20

21

22

23

(a) I recommend increasing the proposed 30 MW cap on participation

proposed by TEP to 60 MW, and broadening the range of eligible customers by

allowing customers to participate with a minimum load size of 3,000 kW (peak

demand) and allowing aggregation of smaller loads in the LGS class owned by

the same corporate entity to achieve that 3,000 kW threshold. I recommend that

the term of the program will continue at least until the start of the first rate-

effective period (following a general rate case order) occurring no less than four

years from the starting date of the buy-through program.
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I (b) The monthly management fee  of $0.004/kWh for buy-through service

2

3

proposed by TEP is unreasonable and should be reduced to $0.002/kWh, based on

the management fee review conducted by APS regarding its AG-1 program.

4

5

6

7

8

9

10

1 2

1 3

14

15

16

17

1 8

(c) Under the  TEP program, the  Generation Capacity component of

the  demand charge  would continue  to apply to 100% of the  customer's  billed

demand. While  some assignment of cost for generation reserves may be

appropriate , the TEP proposal is more comparable to a  stranded cost charge. The

stranded cost approach should be rejected unless the customers are being provided

with an opportunity to transition permanently to marke t pricing. Absent such an

option, the  going-forward charges for generation-rela ted services should be

limited to a  charge  for reserve  capacity applied to 15% of the  customer's  billing

load, priced at the unbundled Generation Capacity rate  components for the

customer's  ra te  schedule . This pricing approach ties the  charge for reserve

capacity to TEP's planning reserve margin and is  comparable  to APS's AG- 1

charge for reserve capacity.

My recommended 15% reserve capacity percentage is based on TEP's

planning reserve  margin and is  comparable  to the  AG-l reserve  capacity charge

levied by APS.

19

20

21

In addition, I recommend that the first $7,550,207 of any revenue

requirement reduction apportioned to the classes eligible for the buy-through

program be used to absorb TEP's revenue deficiency ascribed to die loss of fixed

22

23

24

generation revenues from buy-through customers. In this  way, both TEP and the

customer classes not e ligible  to participate  in the  buy-through program would be

held harmless  from adoption of the  buy-through provision.
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2

3

4

5

6

7

8

9

10

11

12

1 3

14

1 5

16

(d) If, prior to the  end of the  planned four~year term of the  program, and

absent Commission termination of the program, a  buy-through customer seeks to

return to standard generation service and does not provide one-year's  notice, TEP

proposes to charge the re turning customer the  Dow Jones Electricity Palo Verde

Daily Index price  for the  power de live ry da te  plus  $20 per MWh until the

Company is reasonably able  to integrate  the customer back into the Company's

genera tion planning. While  I agree  tha t this  genera l approach is  reasonable , I

believe the proposed $20 per MWh mark-up is excessive and should be

eliminated or s ignificantly reduced to no grea ter than $4 per Mwh .

(5) TEP's depiction of the  components that make up each class 's  a llocated

costs  by function and class ifica tion is  dis torted. I correct this  e rror in order to

accurate ly design unbundled LGS, LPS, and High Voltage ra tes.

(6) TEP's  unbundled ra te  design is  flawed in tha t the  Company is

improperly a ttempting to recover fixed genera tion-re la ted costs  in the  unbundled

Delivery-re la ted components  of the  LGS, LPS, and High Voltage  ta riffs , contrary

to the fixndamentals of proper unbundled ra te  design. For this reason I

17

18

19

20

21

22

recommend that TEP's proposed rela tionship between Delivery charges and

Genera tion Capacity charges in its  unbundled tariff for the  LGS, LPS, and High

Voltage classes be rejected. Instead, i recommend that the unbundled rate  design

presented in Exhibit KCH-20 a ttached to my testimony should be  adopted. This

unbundled rate design was prepared using my proposed rate spread at TEP's

overa ll revenue  requirement. The  ra te  components  in Exhibit KCH-20 should be

23

24

scaled back as discussed in my testimony to the extent that lower class revenue

requirements are approved in this case.
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1 (7) TEP should be  required to e liminate  its  proposed Delivery energy

2 charges for demand-billed classes.

3 (8) The  applicability crite ria  for Mobile  Home  Pa rk Electric Se rvice  - GS-

4 lF, and its  proposed replacement ra te  schedule , GS-M-F, should be  amended to

remove restrictions on service  to new customers or new facilities , or restrictions5

6 limiting the  mobile  home park ra te  schedule  to customers served historica lly on

7 the  mobile  home park ra te . The  ta riff restrictions tha t prevent exis ting mobile

8 home parks from switching to the mobile home park rate schedule are unjust and

unreasonable and should be removed from the TEP tariff At a minimum, the9

10

1 1

12

1 3

14

15

16

17

18

19

applicability should be  amended such that there  is  no restriction on migra ting to

this ra te  schedule  for any existing master-metered mobile  home park.

(9) TEP's proposed changes to the LFCR mechanism should be rejected.

The LFCR mechanism adopted in the last general rate  case was the product of

difficult negotia tions. I am not persuaded tha t an LFCR is  needed in the  firs t

instance , and I particularly disagree  with levying this  charge  on LGS customers,

as a significant part of TEP's concern regarding these customers can be addressed

through ra te  design. Therefore , not only do I disagree  with TEP's  proposed

changes, but I also recommend that LGS customers be exempted from this charge

going forward.
I

20

21

22

23

24

(10) TEP's proposal to use a single percentage adjustment for the PPFAC

is reasonable as the adjustment would be proportionate to each customer class's

fuel costs. I support adoption of this change. However, TEP's proposal to change

to a monthly reset of the PPFAC creates rate uncertainty from month to month

and is potentially problematic. Although I am disinclined to support this change

5
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1 on a standalone basis, I would not oppose this approach if it were adopted as a

2 package in tandem with the 70/30 PPFAC risk sharing mechanism that I am

3 recommending in my revenue requirement testimony.

4

5 COST OF SERVICE

6 Q. What is the purpose of cost-of-service analysis?

7 A. Cost-of-service analysis is conducted to assist in determining appropriate

8 rates for each customer class. It involves the assignment of revenues, expenses,

9 and rate base to each customer class, and includes the following steps:

10 • Separating the utility's costs in accordance with the various functions of its

11 system (e.g., generation [or production], transmission, distribution),

12 • Cla s s yj/ing the  utility's  cos ts  with re spe ct to the  ma nne r in which the y a re

1 3 incurred by customers (e.g., customer-related costs, demand-related costs, and

14 energy-related costs), and

15

16

Alloca ting re spons ibility for the  utility's  cos ts  to the  va rious  cus tome r cla sse s

ba se d on principle s  of cos t ca usa tion.

17 Q. What is the role of cost-of-service analysisin setting rates?

1 8 Each of the three steps above has an important role in the ratemaking

19

20

process. Cost fictionalization guides classification and allocation method

selection based on the utility function served. If rates are unbundled by function,

21 as they are required to be in Arizona, then separating the utility's costs by

22 function also determines die generation-related, transmission-related, and

23 distribution-related components of unbundled rates.

HIGGINS / 8
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I The classifica tion of costs  informs the  se lection of a llocation methods, i.e .,

2 demand, energy, or customer-based. The classifica tion of costs  is  a lso critica l to

3 the rate  design process, i.e ., in determining the proper customer charge, demand

4 charge, and energy charge for each rate schedule.

5 Finally, the allocation of costs to customer classes guides the revenue

6 allocation across customer classes, commonly referred to as "rate spread." In

7 determining ra te  spread, it is  important to a lign ra tes with cost causation to the

8 greatest extent practicable. Properly aligning rates Mth the costs caused by each

9 customer class is essential for ensuring fairness, as it minimizes cross subsidies

10 among customers. It a lso sends proper price  s ignals , which improves efficiency

11 in re source  utiliza tion.

1 2 Q. Does TEP allocate generation plant costs between its retail customers and

13 FERC-jurisdictional customers?

14 A. Ye s .

15 Q. What approach has TEP used for allocating generation plant costs between
I

16 TEP retail customers and FERC-jurisdictional customers?

17 A. TEP  us e s  the  four coincide nt pe a ks  ("CP ") me thod for a lloca ting

18 ge ne ra tion pla nt cos ts  be twe e n its  s ta te  a nd fe de ra l jurisdictiona l loa ds . The  CP

19

20

method allocates fixed production costs based on the average of system peak

demands in the four summer months, which is when TEP's production capacity

21 requirements are determined.

22 Q. In your opinion, is the CP method appropriate for allocating TEP's

23 jurisdictional generation plant costs?
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1 A.

2

Yes, it is. TEP's maximum system demands are driven by summer usage.

Given the characteristics of TEP's system, the CP method properly aligns the

3 allocation of the Company's fixed costs with cost causation.

4 Q, Please describe TEP's approach to class cost-of-service analysis.

5 A. As expla ined in the  Direct Testimony of Cra ig A. Jones, the  Company

6 utilizes an embedded cost-of-service study to guide class revenue allocation and

7 rate design. The Company has also conducted a marginal customer cost study,

8 based on forward-looking costs, to guide its rate design for Residential and Small

Generai Service customers TEP also utilizes the minimum-size method to9

10 classify certain distribution costs into customer-related and demand-related

3
components.

12 Q. What method does TEP use to allocate demand-related production and

13 transmission costs to classes in the embedded east study?

14 A. TEP uses the CP Average and Excess Demand ("CP AED") methods,

15 utilizing the  re ta il sys te m CP  loa d fa ctor.

16 Q~ What is your general assessment of TEP's approach to allocating demand-

17 related production and transmission costs among rate classes?

1 8 A. As a  general proposition, I support TEP 's use  of the  CP  AED me thod to

1 9

20

allocate production demand and transmission costs to classes. However, I disagree

Mth two details related to the Company's application of the CP AED method.

21 Accordingly, I recommend two changes  to TEP 's  ca lcula tion of the  CP AED

22 allocator, which I describe below.

2 Direct Testimony of Craig A. Jones, pp. 3-4, 10-1 L
.' Id., p. 1949,
4 Id, p. 25, In. 27 - p. 26, Ins. 1-5.
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l Q. Before turning to your recommended changes, please explain why you

2 support TEP's use of the CP AED Method to allocate production demand

3 costs.

4 A. The CP AED method recognizes both class energy usage (average

5 demand) and class demand at the time of system peak (through the CP) in

6 allocating costs to customer classes. In the case of TEP, the CP corresponds to

7 the Company's retail system peak demands in each of the four summer months,

8 when system demand is at its greatest levels. As such, the method accurately

9 captures the requirements that each class makes on the need for investment in

10 generating facilities, and thus reasonably reflects each class 's share of costs.

11 Specifica lly, the  CP AED method uses an average  demand or tota l

la energy a lloca tor to a lloca te  tha t portion of the  utility's  genera ting capacity tha t

13 would be needed if all customers used energy at a constant 100 percent load

14 factor.5 This  portion of the  cost is  weighted by the  system load factor. The  cost

1 5 of capacity above average demand is then allocated in proportion to each class's

16 excess demand, where excess demand is measured as the lawrence between each

17 class's CP demand and its average demand. This portion of the cost is weighted

18 by l minus the system load factor. In this manner, the incremental amount of

19

20

production plant that is required to meet loads that are above averagedemand is

assigned to the users who create the need for the additional capacity.

21 The  AED method is  described in the  Electric Utility Cost Alloca tion

22 Manua l published by the  Na tiona l Associa tion of Regula tory Utility

23 Commiss ione rs  ("NARUC Manua l") in its  section entitled "Energy Weighting

s This concept is discussed in the NARUC Electric Utility Cost Allocation Manual, January 1992, p.
49.
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I Methods." This  method has the  virtue  of meeting the  Commission's  s ta ted

2

3

objective  in Decis ion No. 69663 with respect to a lloca ting a  portion of production

4 "effectively uses an average demand or total energy allocator to allocate that

5 portion of the  utility's  genera ting capacity tha t would be  needed if a ll customers

6 used energy at a constant 100 percent load factor."7 At the same time, the

7 incremental amount of production plant that is  required to meet loads that are

8 above average demand is properly assigned to the users who create the need for

9 the  additiona l capacity.

10 The  CP AED Method is  used by APS and UNS Electric, Inc., and is  a lso

used by other e lectric utilities  in the  ne ighboring s ta tes  of New Mexico, Colorado,

12 and Texas.

13 Q~ Do you also support TEP's use of the CP AED method for allocating

14 transmission costs?

15 A. Yes. The  reasons for using this  method to a lloca te  fixed production costs

16 also extend to using it for a llocating transmission costs .

17 Q. Please discuss your first recommended change to TEP's calculation of the

18 CP AED allocation factors.

19 A. As I expla ined above , in the  CP AED method, System load factor is

20 utilized to determine  the  proportion of plant cost tha t is  a llocated on the  basis  of

21 average demand (or energy). Load factor is normally calculated by dividing the

22 energy used during a time period by the product of the peak demand during the

6 Docket Nos. E-01345A-05-0816, et al. Decision No. 69663, pp. 70-71, 154.
1 NARUC Electric Utility Cost Allocation Manual, January 1992, p. 49.
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time  pe riod multiplie d by the  numbe r of hours  in the  s a me  time  pe riod. It thus

2 provides a measure of an entity's actual energy usage relative to its theoretical

3 maximum, given the peak demand of the measured entity (which can be a

4 customer, customer class, or utility system).

5 TEP  doe s  not follow this  norma l conve ntion in ca lcula ting sys te m loa d

6 fa ctor. Ra the r tha n us ing the  re ta il sys te m pe a k de ma nd in the  de nomina tor of the

7 loa d fa ctor ca lcula tion, TEP  a ve ra ge s  the  re ta il pe a k de ma nds  of the  four

8 coincide nt pe a k months . In my vie w, this  a pproa ch doe s  not a ccura te ly me a sure

9 sys tem load factor for the  te s t yea r, and ove rs ta te s  the  annua l load factor above  its

10 true value. Instead, system load factor should be measured by reference to TEP's

highe s t pe a k de ma nd for tha t ye a r. This  tre a tme nt is  cons is te nt with the  me thod

12 for measuring system load factor presented in the discussion of the AED method

13 in  the  NARUC Ma n u a l. This  me a sure me nt is  not only the  corre ct me a sure me nt

14 of loa d fa ctor, it is  a lso the  mos t a ppropria te  me a sure me nt from a  conce ptua l

15 s ta ndpoint give n the  ta sk a t ha nd.

16 Q. Please explain this latter point.

17 A. Re ca ll tha t the  purpos e  of us ing s ys te m loa d fa ctor in the  CP  AED

18 me thod is  to ide ntify the  proportion of cos ts  to be  a lloca te d on the  ba s is  of

19

20

a ve ra ge  de ma nd, which in tum is  ca pturing the  portion of pla nt tha t e a ch cla ss

would re quire  if its  re spe ctive  kilowa tt-hour usa ge  wa s  consume d a t a  100% loa d

21

22

fa ctor for the  e ntire  ye a r. Cons is te nt with this  pre mise , the  ca lcula tion of a ve ra ge

de ma nd in this  e xe rcise  is  a  s ingle  a nnua l va lue . This  point is  critica l to the  logic

23 he re because e xce ss  de ma nd, which is  me a sure d us ing CP , only e xis ts as  a

24 concept in relation to annual average demand (i.e., it is the excess above average
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l

2

3

demand). Thus, the load factor weight that is attached to this annual average

demand should be measured using the single peak demand (1 CP) for the test year.

The number of CPs used in calculating excess demand -- be it 1, 4, or some other

4 number - is irrelevant to the determination of annual average demand and

5

6

7

irrelevant to the determination of system load factor for the test period. There is

but one system load factor during the year, not multiple load factors depending on

how many CPs are used to calculate excess demand.

8

9

10

1 1

In addition to being conceptually correct from the standpoint of cost

allocation, measuring load factor with respect to the highest peak demand is

consistent with the approach TEP uses in assessing its load and resource balance

as documented in the Company's integrated resource plan.g

12 Q. Please discuss your second recommended change to TEP's calculation of the

1 3 CP AED allocation factors.

14 A. TEP's original calculation of the CP AED allocator resulted in a 4CP

15 AED factor for the Lighting class of 0%. This occurred because the Lighting

16 class had no demand during TEP's four coincident peaks, so that class's CP

17 demand was less than its average demand, i.e., negative excess demand. This

18

19

20

22

23 Q,

situation often occurs for Lighting customer classes when utilities utilize the CP

AED method, and it is typically remedied by adjusting the calculation sothat the

excess demand for each class is no less than zero. My class cost-of-service study

calculates the Lighting class's CP AED factor using zero excess demand and the

class's share of average demand (or energy).

Has TEP addressed the issue regarding the Lighting class's CP AED factor?

s  See TEP 2014 IP, PP- 28-29.
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I A.

2

3

4

Yes, the Company attempted to address this issue in response to a Staff

data request.9 Apparently, at Staffs request,TEP produced a version of its class

cost-of-service study, which I term "TEP's 2nd Revised Model,"I0 incorporating

non-coincident peak ("NCP") data in the calculation of its AED allocator. TEP's

5

6

7

8

NCP AED approach produces a Lighting AED factor of slightly greater than0%.

However,under TEP's NCP AED approach, the excess demand component for

the Lighting class is still negative. TEP's 2l'ld RevisedModel also suffers from a

number of other analytical flaws.

9 Q- What other analytical flaws in TEP's 2nd Revised Model have you identified?

1 0 A.

12

13

14

15

16

1 7

TEP's 2nd Revised Model improperly applies the NCP AED method.

Firstly, TEP continues to utilize the CP load factor, rather than the single peak

demand load factor, to weight the average demand (or energy) component of the

AED allocator. Secondly, rather than using each class's single annual NCP in the

calculation of the AED allocator, TEP averages the NCP demands that occurred

during each of the four coincident peak months. TEP has not formally revised its

direct tiling or offered any testimony supporting the use of the NCP AED method.

I support adoption of the CP AED method, incorporating my two corrections

described above.18

1 9 Q. Aside from TEP's method for production demand and transmission cost

20 allocation, do you have any other concerns with the embedded cost-of-service

21 study prepared by TEP?

9 'lT§P*s Respond to szmnuma 20.11. provided in .amnbiz Kcrll-22.
l° 'iosEP's 2" Revised1vlo&l we; subsggtiontto TOP's I" Raxrlsed Model I discuss below.
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1 A. Yes. There  a re  a  number of e rrors  and ana lytica l flaws in TEP's  origina l

2

3

4

cost-of-service study unrelated to production demand and transmission cost

allocation. Two of these errors have been acknowledged by TEP in response to

AECC data requests:l1

5 (1) TEP inadvertently failed to allocate any Meters or Services costs to the

6 Large General Service ("LGS") class.

7 (2) TEP allocated customer-related distribution costs based on NCP

8 demand rather than number of customers.

9

10

TEP provided a revised class cost-of-service model to AECC ("TEp's 1st

Revised Model") on May 6, 2016 that corrects these two errors but has not

12

forma lly re vise d its  dire ct filing.

In addition, there  are  three  additional e rrors  and/or analytica l flaws tha t

13

14

TEP has not acknowledged at this time, to the  best of my knowledge. These are:

(3) TEP (seemingly inadvertently) a lloca tes  the  entire ty of Adminis tra tive

15

16

17

18

19

20

2 1

& General ("A&G") expenses based on number of customers.

(4) Despite specifying in its tariff that Large Power Service - Time of Use

("LPS-TOU") customers are to provide their own transformers and are subject to

primary service and metering, TEP allocates line transformer costs to the LPS

class and provides no cost recognition for LPS primary service.

(5) TEP's study does not allocate any portion of Other Operating

Revenues to the proposed High Voltage (138 kg) class.

22 Q. Please explain the second error acknowledged by TEP, regarding the

23 allocation of customer-related distribution costs.

I' TEP's Responses to AECC Data Requests 3.3 and 3.4, provided in Exhibit KCH-22.
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1 Certain distribution costs have a significant customer-related component,

2 since  *distribution facilities are  insta lled to deliver service  to customer premises.

3 As such, a  considerable  portion of the investment required to provide these

4 facilities  is  directly re la ted to the  number of customers and their geographic

5 dispe rs ion on the  utility's  sys tem. A we ll-des igned and fa ir dis tribution cos t-of-

6 service study should take these aspects of cost causation into account.

7 The minimum-size  method classifies  a  portion of certa in dis tribution plant

8 accounts as customer-related based on the minimum size distribution system

9 required to serve each customer. The difference between the total plant

1 0 investment and the customer-related portion is classified as demand-related. 12

1 1 TEP uses the minimum-size method to determine the customer-related and

12 demand-related portions of certain distribution plant accounts: FERC Accounts

13 364 (Poles, Towers & Fixtures), 365 (Overhead Conductors & Devices), 366

14

1 5

(Underground Conduit), 367 (Underground Conductors & Devices), and 368

(Line Transformers).'3 However, TEP's original class cost-of-service study

16 allocates the entirety of these accounts to classes based on NCP demand.

17 TEP's IS Revised Model properly a llocates the  customer-re la ted portions

18 of FERC Accounts 364 through 368, and proportionate amounts of related

19

20

accumulated depreciation, O&M expenses and depreciation expense, based on

customer counts. The remaining demand-related portion is allocated based on

2] dis tribution NCP.

in The NARUC Manual describes the minimum-size method on pp. 90-92.
1.3 See TEP's Response to AECC Data Request7.1, attachment AECC 7.1 TEP Min System Study vs 10-
21-2015 without HW. The attachment Summary tab is provided in Exhibit KCH-22. TEP classifies FERC
Accounts 369 (Services) and 370 (Meters) as 100% customer-related and allocates these costs using a
meter cost-weighted customer allocator.

A.
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1 Q- Please explain the third analytical flaw listed above, regarding to the

2

3 A.

4

5

allocation of A&G expenses.

Apparently, TEP's study functionalized A&G expenses based on wages,

and classifies A&G expenses into demand-related and customer-related portions

based on the various utility functions. However, TEP allocates the entirety of

6 A&G expenses based on number of customers. This has the effect of over-

7 alloca ting A&G expenses to classes with a  re la tive ly high number of customers -

8 the  Residentia l and Lighting classes.

9 Q. Have you attempted to correct the allocation of A&G expenses?

1 0

1 1

12

13

Yes. My class cost-of-service study allocates A&G expenses based on

each class's allocated share of O&M expenses excluding A&G, corresponding to

TEP's functional separation of A&G expenses. My correction reduces the

allocation of A&G expenses to the Residential and Lighting classes.

14 Q. Pleas e  expla in the  fourth analytica l flaw lis te d a bove , re ga rding the

IS allocation of line transformer costs to the LPS-TOU class.

16 A.

17

TEP's proposed LPS-TOU tariff s ta tes, "The above ra te  is  subject to

Primary Service  and Mete ring. The  Customer will provide  the  entire  dis tribution

18

19

20

21

22

system (including transformers) from the  point of de livery to the  load. The  energy

and demand shall be  metered on primary side  of transformers." This language is

consis tent with the  current LLP-14 and LLP-90 ta riffs , which, with the  exception

of one customer served at 138 kV voltage, are  being consolidated into the LPS-

TOU ta riff. However, TEP a lloca tes  line  transformer costs  to the  LPS-TOU class

23 like all other distribution classes, and provides no cost recognition or specific rate
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I discount to LPS-TOU customers to reflect service  a t primary ra ther than

2 secondary voltage.

3 In discovery, TEP contends tha t, "some level of transformation is

4 appropriately included in the rates for this class," because customers served a

5

6

variety of voltages were "grandfathered" onto the current LLP tariffs before the

referenced language was added to the ¢aaffs.14

7 TEP's class cost-of-service study does not recognize different loss factors

8 for the  LPS-TOU class, and does not separate ly identify and allocate  the  cost of

9 its secondary distribution system. Ironically, the GS and LGS tariffs include a

10 discount for customers served at primary voltage. However, no such discount is

provided for LPS-TOU customers  served a t primary voltage .

12 In discovery, TEP indicates that 12 out of 18 LPS customers are  served

1 3

14

with customer-owned transformers, and 2 of those 12 are served with both

customer-owned and TEP-owned transformers.l5 TEP indicates that 9 LPS

15

16

customers are served at primary voltage, and 8 are served at secondary voltage,

while 1 LPS customer is served at both primary and secondary vo1tage.16

17 Q- Have you corrected this analytical Haw?

18 A. In pan. My class cost-of-service  study begins to address this conceptual

19 flaw by excluding the  LPS-TOU class  from line  transformer cost a lloca tion.

20 Since  the  majority of LPS-TOU customers own their own transformers, and the

21 ta riff is  de s igne d a s  such, it would be  appropria te  to include  a  small "up-charge"

22 for LPS customers who are  instead served by TEP's transformers.

14, TEP's Responses to AECC Data Request 3.1, provided in Exhibit KCH-22.
15 TEP's Response to AECC Data Request 15.4, provided in Exhibit KCH-22.
be TEP's Response to AECC Data Request 15.2, provided in Exhibit KCH~22.
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I

2

3

4

5

6

7

Re ga rding furthe r diffe re ntia tion be twe e n prima ry a nd se conda ry LP S

cus tome rs , TEP  cla ims  it doe s  not curre ntly ha ve  the  ne ce ssa ry billing

de te rmina nts  or loa d re se a rch da ta  a va ila ble ." TEP 's  line  loss  sa ndy did not

de ve lop a  prima ry volta ge  loss  fa ctor.18 I re comme nd tha t the  Commiss ion

re quire  TEP  in its  ne xt ra te  ca se  to se pa ra te ly ide ntify the  prima ry volta ge  LP S -

TOU cus tome r grouping a nd e xclude  such cus tome rs  from se conda ry dis tribution

cos t a lloca tion, a s  we ll a s  de te rmine  the  prima ry volta ge  loss  fa ctor a nd re fle ct the

8 fa ctor in its  cos t-of-se rvice  a na lys is .

9 Q-

10

A.

Please explain the fifth analytical flaw listed above, regarding the allocation

of Other Operating Revenues to the 138 kV class.

TEP allocates FERC Accounts 454 (Rent from Electric Property) and

12 456 (Other Electric Revenues) to customer classes based on rate base. Other

13

14

Revenue  se rves  to reduce  the  sa le s  revenue  tha t would othe rwise  be  required for

e a ch ra te  cla ss  to a chie ve  a  uniform ra te  of re turn. Howe ve r, TEP  fa ils  to a lloca te

15

16

1 7

any Other Revenue to the proposed High Voltage (l38kV) class in Schedule G-2

(Class Cost of Service Study - Summary at Proposed Rates). This error occurs

because TEP ties the Other Revenue presented in Schedule G-2 to the Other

18

19

20

Revenue presented in Schedule G-1 (Class Cost of Service Study - Summary at

Present Rates). TEP does not depict the High Voltage customer as a distinct class

in Schedule G-1, and instead includes the High Voltage customer within the LPS

21 class. Thus, the entirety of Other Revenue allocated to the combined LPS class is

17 TEP's Response to AECC Data Request 8.4, provided in Exhibit KCH-22.
18 TEP's Response to AECC Data Request 3.2, provided in Exhibit KCH-22.
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1

2

credited to the  non-High Voltage LPS class in Schedule  G-2, and no Other

Revenue is  a llocated to the  High Voltage class.

3 Q.

4 A.

Have you corrected this error?

Yes. My class cost-of-service study distributes the Other Revenue TEP

5 allocates to the combined LPS class between the non-High Voltage LPS class and

6 the High Voltage class based on rate base.

7 Q. What revenue requirement change would eachclass receive at TEP's

8 requested revenue requirement if rates for each class were set at cost-of-

9

10 A.

service using your corrections to TEP's cost-of-service study?

The revenue requirement change for each class at TEP's requested

11 revenue  requirement is  presented in Tables  KCH-1 and KCH-2, be low. Table

12

13

KCH-1 shows the sales revenue change using the PPFAC of $0.00682/kWh that

was in effect a t the time TEP filed its  case, whereas Table  KCH-2 shows the sales

14

1 5

16

17

18

revenue change using TEP's curre nt PPFAC of $0.00150l/kWh. I am presenting

the  revenue changes both ways to a llow for comparability to TEP's  tiled case ,

while  a t the  same time representing class impacts that would result from setting

rates at cost-of-service as accurately as possible. TEP uses the PPFAC of

$0.00682/kWh to present the ra te  impacts from its proposed rate  spread in Exhibit

to CAJ-2. By using the  same PPFAC as TEP in Table  KCI-I-1, the  current revenues

20

21

22

included my Table  KCH-2 are  comparable  to the  analysis  shown by TEP in

Exhibit CAJ-2. But a t the  same time , it is  a lso important to present this

information us ing the curre nt PPFAC, which I do in Table KCH-2, because that

23 depiction more accurately portrays rate impacts relative to current rates.
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Sales Revenue
Change to

Achieve COS
%

Fe)

Sales Revenue
Change to

Achieve COS
s

(d)

Current Adjusted
Test Year

Sales Revenue

(b)

Customer Class

(4)

Sales Revenue
at COS

(c)

27.6%

-4.9%

-17.8%

538,426,766

220,346,228

125,760,767

l 16,437,580

(11,262,319)

{27,l64,838)

421 ,989,186

231,608,546

l52;925,605

-13.1%

46.1%

127,244,153

7,080,876

(l9,236,182)

2,235,542

Residential

General Service

Large General Service

Large Power Service

High Voltage 138kV

Total LPS (TOU & I38kV)

Lighting
146,480,335

4,845,334
Total Sales Revenue 61,009,7841,018,858,790957,849,006 6.4%

SalesRevenue
Change to

Achieve COS
%

(e)

Sales Revenue
Change to

Achieve COS
s

(d)

Current Adjusted
Test Year

Sales Revenue

(b)

Customer Class

(a)

Sales Revenue
at COS

(<=)

135,857,892

(1,542,984)
33.7%

~0.7%
! 3

402,568,874

221,889,211

145 189 541

538,426,766

220,346,228

125,769,767 19,428,773 -13.4%

(8,526,672)

2,442,664

Residential

General Service

Large General Service

Large Power Service

High Voltage l38kv

Total LPS (TOU & l38kV)

Lighting
127,244,153

7,080,876

135,770,825

4,638,212
-6.3%

52 7%
Total 910,056,663 1,018,858,790 108,802,127 12 0%

1

2

3

Table KCH-1
Revenue Change to Achieve Equalized Rate of Return

U sing $0.00682/kWh PPFAC

4

5
6

Table KCH-2
Revenue Change to Achieve Equalized Rate of Return

U s ing Current PPFAC

7 Q. What observations do you draw from Tables KCH-1 and KCH-2?

8 A.

9

The Residential and Lighting classes require significant increases to

achieve equalized rates of return under TEP's proposed revenue requirement. In

1 0 contrast, the LGS, High Voltage, LPS, and GS classes require rate decreases to

achieve equalized rates of return.
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I Q- In preparing Table KCH-1 and KCH-2 did you have to make any

2 adjustments to TEP's data?

3 A. Yes. TEP is proposing to reconfigure its customer classes to a

4 considerable  extent. For example , TEP is  proposing to create  a  new Medium

5 General Service rate schedule and a new High Voltage rate schedule, as well as

6 requiring certain customers to migrate between existing classes. However, in

7 presenting its class revenue changes, TEP does not update current revenues to

8 reflect the new composition of the classes. That is, in Schedule H-1, for example,

9 the proposed revenues reflect the new class composition, while the current

1 0 revenues reflect the old (current) class composition, which makes the change in

11 revenues presented in Schedule H-1 almost meaningless for several classes.

12 Consequently, the only way to gain insight into class impacts in TEP's filing is to

13 review the rate impact tables presented in Exhibit CAJ-2, but even these entries

14 do not provide a comprehensive depiction of what is occurring at the class level.

1 5 In order to avoid this  pitfa ll I have  adjusted current revenues in Tables

16 KCH-1 and KCH-2 to reflect TEP's proposed composition of each class. By

17 presenting the information in this way, I hope to make the class impacts shown in

18 the tables more understandable.

19

20 REVENUE ALLOCATION

21 Q. What general guidelines should be employed in spreading any change in

22 rates?

23

24

In determining revenue allocation, it is important to align rates with cost

causation to the greatest extent practicable. Properly aligning rates with the costs
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I I I

I caused by each customer group is essential for ensuring fairness, as it minimizes

2 cross subsidies among customers. It also sends proper price signals, which

3 improve s  e fficie ncy in re source  utiliza tion.

4 At the  sa me  time , it ca n be  a ppropria te  to mitiga te  the  impa ct of moving

5 immediately to cost-based rates for customer groups that would experience

6 s ignifica nt ra te  incre a se s  from doing so. This  principle  of ra te ma king is  known a s

7 "gradua lism." When employing this  principle , it is  important to adopt a  long-te rm

8 s tra te gy of moving in the  dire ction of cos t ca usa tion, a nd to a void sche me s  tha t

9 re sult in pe nna ne nt cross -subs idie s  from othe r cus tome rs .

10 Q . How does the spread of rates proposed by TEP relate to class recovery of cost

11 o f s e rvice?

12 The  re ve nue  a lloca tion propose d by TEP  is  pre se nte d in Ta ble KC H-3 ,

13 be low, a longs ide  curre nt re ve nue s  ca lcula te d us ing the  curre nt P P FAC ra te . The

14 diffe re nce  be twe e n TEP 's  propose d re ve nue  a lloca tion a nd cos t a lloca tion us ing

1 5 my corrected class cost-of-service study represents the subsidy received or paid

16 by the  cla ss  a t TEP 's  propose d ra te  spre a d.
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Customer Class

(8)

TEP
Proposed
% Change

(d)

Current
Adjusted Test

Year Sales
Revenue

(b)

Subsidy Paid/
(Received) at
TEP Spread
% of cos2°

(f)

Subsidy Paid/
(Received) at
TEP SpI'€ad19

(¢)

TEP
Proposed
$ Change

(G)
-12.7%

16.7%

25.0%

16.7%

15.9%

8.3%

67,399,985

35,290,387

12,020,623

402,568,874

221,889,211

145,189,541

(68,457,908)
36,833,371
31,449,396

-5.3%

27.2%

1.1%

-16.7%

135,770,825

4,638,212

1,355,116

(1,179,975)

Residential

General Service

Large General Service

Large Power Service

High Voltage 138kV

Total LPS (TOU & 138kV)

Lighting

(7,171,556)

1,262,689

0.0%-Total 108,802,127910,056,663 12.0%

1

2

3

Table KCH-3
TEP's Proposed Revenue Spread

& Resulting Subsidies

4

5

6

7

8

As shown in Table  KCH-3, the  LPS class  grouping (LPS-TOU and High

Voltage  138kV) is  re la tive ly close  to cost of service  under TEP's  proposed ra te

spread. However, the  Residentia l class receives a  large  subsidy that is  primarily

funded by LGS and GS classes and to a lesser extent, the High Voltage class.

Indeed, TEP's proposed LGS rates are 25.0% above cost of service and GS rates

9 are 16.7% above cost of service.

10 Q. Using TEP's requested revenue requirement as a benchmark for compan'son

12

purposes, do you recommend any changes to TEP's proposed revenue

allocation?

13 A. Ye s . TEP 's  propose d re ve nue  a lloca tion for the  LP S  cla ss  is  re a sona bly

14

15

close to its cost of service, but I believe the subsidy being paid by GS, LGS, and

High Voltage customers is too great. Therefore, I recommend reducing the GS

and LGS revenue allocation such that the rates for each class are no more than
= a »

16

19 Column (e) equals Column (b) plus Column (c) minus TableKCH-2Column (c),
to Column (f)equalsColumn (e) divided by Table KCH-2 Column (c)-
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Subsidy Paid/
(Received) at
AECC Spread
% of  cos"

m

Subsidy Paid/
(Received) at

AECC
Spreads '

(e)

Customer Class

(a)

Current
Adjusted Test

Year Sales
Revenue

(b)

AECC/
Noble

Solutions
Proposed

% Change

(d)

AECC/
Noble

Solutions
Proposed
$ Change

(c)
23.3%

11.7%

-2.6%

-7.8%

12.5%

12.5%

93,774,493

26,000,295

(3,708,677)

402,568,874

221,889,211

145,189,541

(42,083,399)

27,543,278

15,720,096

(8,526,672)

1,262,689

135,770,825

4,638,212

Residential

General Service

Large General Service

Large Power Service

High Voltage I38kv

Total LPS (TOU & 138kV)

Lighting (1,179,975)

-6.3%

27.2%
0.0%

-16.7%
12.0%910,056,663 108,802,127Total .~ 0.0%

III

1 12.5% above cost of service. I also recommend reducing the High Voltage

2 revenue  a lloca tion by to move this customer class to its cost of

3 service, and fine-tuning the revenue allocation to LPS to bring this class to its cost

4 of service as  well. The sum of these net reductions  would be offset with a

5 corresponding increase in the  revenue allocation to the  Residentia l class, which

6 would also move this class closer to its  cost of service, a lthough a  considerable

7 subsidy would s till remain in res identia l ra tes . My proposed revenue  a lloca tion is

8 presented in Table  KCH-4, be low.

9

10

1 1

Table KCH-4
AECC/Noble Solutions Proposed Revenue Spread

At TEP's Professed Revenue Requirement

12 Q- Your revenue requirement recommendation would reduce TEP's requested

13 revenue requirement by $48.587 million. What is your recommended rate

14 spread at that lower revenue requirement?

15 A. My recommended rate spread at AECC's recommended revenue

16 requirement is derived by scaling back each class's revenue allocation by an equal

21 Column (e) equals Column (b) plus Column (c) minus Table KCH-2 Column (c).
22 Column (t) equals Column (e) divided by Table KCH-2 Column (c).
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AECC/Noble
Solutions

Proposed %
Change

(d)

Current
Adjusted Test

Year Sales
Revenue

(b)

Customer Class

(a)

AECC/Noble
Solutions

Proposed S
Change

(<=)

17.0%

6. 1%

-3.8%

402,568,874

221,889,21 l

145,189,541

68,531,433

13,428,994

.5,475,802*

-7.1%

20.5%

(9,689,345)

948,578

Residential

General Service

Large General Service

Large Power Service

High Voltage l38kv

Total LPS (TOU & 138kV)

Lighting

135,770,825

4,638,212

7.4%910,056,663Sub-Total

Experimental Rider-14 Reserve

67,743,858
(7,550,207)

6.6%Total 910,056,663 60,193,651

I

2

3

4

percentage of non-fuel revenues relative to my recommended rate  spread at TEP's

requested revenue  requirement. This  revenue  a lloca tion is  shown in Table  KCH-

5, below. My ra te  spread a lso shows a  line  entry for a  "buy-through reserve" tha t

would fund the  generation fixed cost associa ted with the  experimental buy-

5

6

7

8

9

through program, as discussed in the  next section of my testimony. This reserve

would come from a  portion of the  revenue reduction tha t would otherwise  apply

to customers in the  classes e ligible  for the  buy-through program, which under my

proposa l would be  LGS, LPS , a nd High Volta ge . This  re se rve  fid is  shown in

the  line  entry of (7,550,207) in the  row entitled "Experimenta l Rider-14 reserve ."

10

11

12

Table KCH-5
AECC/Noble Solutions Recommended Revenue Spread

At AECC's Proposed Revenue Requirement

1 3

14 Q- Do you recommend using the same approach to rate spread and funding the

15 buy-through program if the Commission were to adopt a revenue

16 requirement reduction that is different than the amount of AECC's proposed

17 recommended revenue requirement reduction?
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1 A. Yes. For an a lte rna te  revenue  requirement, I recommend sca ling down

2 (or up as appropriate) each class's revenue allocation by an equal percentage of

3 non-fuel revenues relative to my recommended rate spread at AECC's

4 recommended revenue  requirement shown in Table  KCH-5, while  s till providing

5 for the buy-through reserve fund of$7,550,207. As is the case for Table KCH-5,

6 the buy-through reserve would be funded from a portion of the revenue reduction

7 (re la tive  to TEP's  filed case) dra t would otherwise  apply to customers in the

8 classes eligible for the buy-through program, which under my proposal would be

9 LGS, LPS, and High Voltage .

10 Q. What do you recommend in the event that the Commission does not order a

revenue requirement reduction relative to TEP's proposed revenue increase

12 that is sufficient to fund the buy-through requirements?

1 3 In that event, a lthough it appears unlikely, I recommend that the  program

14 costs be funded from the classes e ligible  for the  buy-through program using the

1 5 rate spread approach I am recommending at the approved revenue requirement.

16

1 7 BUY-THR O UG H TAR IF F

18 Q- Please provide an overview of the buy-through tariff presented by TEP in

19 this proceeding.

20 A. TEP has submitted a buy-dmrough tariff in this proceeding pursuant to the

21

22

settlement agreement approved by the Commission in the proceeding concerning

the  acquis ition of UNS Energy by Fortis , Inc." However, TEP is  opposed to the

23 Docket Nos. E-04230A-14-0011 and E-01933A- 14-0011, Settlement Agreement Attachment A,
Condition 3 l , approved by the Commission in Decision No. 74689.

A.
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2

implementa tion of this  ta riff; contending it would a llow certa in la rge  customers  to

"cherry pick" currently ava ilable  capacity in the  marke t.24

3 As described in Mr. Jones 's  Direct Testimony, Experimenta l Rider-14,

4 Altera tive  Genera tion Service , is  designed as  an optional program to provide  an

5 alternative  generation arrangement for LPS-TOU and High Voltage customers.

6 Q. How would this alternative generation arrangement operate?

7 According to Mr. Jones 's  Direct Testimony, the  participa ting customer

8 would select a wholesale generation service provider with whom to contract to

9 se ll power to die  Company on the  customer's  behalf. The  power would be

10 delivered to the  Company's  point(s) of de livery, and the  Company would provide

11 transmission and delivery services under the customer's current retail rate

1 2 sche dule ."

13

14

The Company would purchase and manage this generation for the

customer for a management fee of $0.00-40 per kWh.26 The Company would also

15 serve as the scheduling coordinator and would provide Imbalance Service

16 according to the Company's Open Access Transmission Tariff; with Imbalance

17 Energy based on the generation service provider's portfolio of customer loads.

18 Customers would be charged for Imbalance Service at a rate greater than $0.00

19

20

per kph, and less than or equal to the ra te  charged to the generation service

provider by TEP. The  Company would then bill the  customer for the  genera tion

4

24 Direct Testimony of Craig A. Jones, pp. 61-62.
25 id., p. 62.
26 ld.

A.
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1

2

service provider's charged amounts for Generation Service and Imbalance

| 27
Service.

3 The customer would also be subject to all of the charges and adjustments

4 in its retail rate schedule with the exception of the Base Power Charge and the

5 PPFAC. In addition, the  customer would be  responsible  for due hedging cost

6

7

associated with the customer's standard generation service at the time the

U » 28
customer takes service under the rider.

8 Q- Please describe the buy-through program size, eligibility requirements, and

9 program term as designed by TEP.

10 A. The tota l program would be  limited to 30 MW of peak load, and would be

available to customers in the LPS-TOU and High Voltage rate classes with pea

1 2 demands of 3,000 kW or greater. Eligible customers could apply during the

13 initia l e nrollme nt period, and if the  tota l megawatts of peak load from the

14

15

applications exceed the program maximum, customers would be selected through

a lottery process to be developed by TEP.29 The Company proposes that the

16 program be available  for no more  than four years from the  effective  date  of new

17 rates in this docket."

18 Q. What would happen if the generation service provider defaults, or the

19 customer wants to return to standard generation service?

20 A. If the  genera tion service  provider cannot meet its  contractual obligations,

2 1 the customer must notify the Company and select another generation service

22 provider within 60 days . The  Company would supply power to the  customer prior

21 Exhibit CAJ-3 (Experimental Rider-14 proposed tariff), Original Sheet No. 714-2.
2:3 Exhibit CAJ-3 (Experimental Rider-14 proposed tariff), Original Sheet Nos. 714-1 through 714-2.
29Direct Testimony of Craig A. Jones, p. 63 .
30 ld., p- 62.
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1

2

to execution of the  new power contract a t the  Dow Jones Electricity Palo Verde

Da ily Inde x price  plus  $20 pe r Mwh.

3 If the customer wishes to return to standard generation service without

4 providing one  year notice  to the  Company and prior to program termina tion, the

5 Company would supply power to the customer at the Dow Jones Electricity Palo

6 Verde  Daily Index price  plus  $20 per MWh until the  Company is  able  to integra te

7 the  customer back into its  generation planning and provide power at standard

8
» 31

re ta ll ra te s .

9 Q- What is your assessment of the buy-through program presented by TEP?

10 A.

1 1

12

of this  Sta te  that a  competitive  market shall exist in the  sa le  of e lectric genera tion

service."32 Although the  Commission adopted Reta il Electric Competition Rules

13 ("Rules") in the  furtherance  of this  policy and commenced implementa tion, re ta il

14 competition, also known as direct access service, has been suspended for more

15 than a decade in Arizona. In the meantime, direct access service has been

16 providing benefits to customers in many other states in the country.

17 Q. Are you aware that several parties involved in TEP's Application for

18 Approval of the Company's 2016 REST Implementation Plan33, which has

19 been consolidated with this rate proceeding, have opined on the applicability

20 of A.R.S. §40-202(B) to the Commission, and the state of the Rules in

21 general?

ax Exhibit CAI-3 (Experimental Rider-14 proposed tariff), Original Sheet No. 714-3 .
32 ARS 40-202(B).
33 Docket No. 01933A-15-0239.
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1 A. Yes. I understand that the Commission consolidated that application with

2

3

4

5

this rate proceeding for the very specific purpose of determining whether approval

of TEP's proposed self-owned residential solar ("TORS") program and

Residential Community Solar ("RCS") program is in the public interest, given the

rate impacts to customers. believe it would be inadvisable for the Commission

6

7 202(B), or the state of the Rules, as a result of the evidentiary hearing intended to

8

9

focus on the narrow issues surrounding the TORS and RCS programs. AECC

will be filing a Reply Brief to address these legal issues.

10 Q. What is your assessment of the buy-through program presented by TEP?

11 A.

12

13

14

TEP's opposition to the buy-through program is misplaced. Ironically, the

Company argues that approval of its TORS and RCS programs is in the public

interest because they give customers more choice, and a greater opportunity to

save money. The same arguments can be made for commercial and industrial

15 customers seeking to manage power costs through market transactions, but TEP

16

17

18

19

20

21

22

23

24

has selectively declined to support allowing customers these types of choices.

While I believe it would be preferable to allow Arizona customers full

access to the electric power marketplace to take advantage of the benefits of

competition as intended by the Arizona Legislature, a buy-through program

represents a compromise that provides commercial and industrial customers the

opportunity to engage in market transactions and potentially reduce their energy

costs, consistent with state policy, but without implementing full direct access

service. Moreover, a successful buy-through program will enhance the economic

development climate of the TEP service territory and of the state' generally.
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2

3

4

Given tha t direct access  service  is  not currently ava ilable  in Arizona , I

recommend adoption of a  buy-through program in the  TEP service  territory as a

"second best" option. I recommend adoption of a  program that is  as  s imilar as

reasonably possible  to the  AG-1 program currently in effect in the  APS service

5 te rritory, but with a  diffe rent funding mechanism than the  APS program. This

6

7

8

means adopting some of the features of the buy-through program presented by

TEP, but modifying other fea tures to make the  program open to a  wider varie ty of

customers , thus  making it a  more  viable  option. Specifica lly, I recommend

9

10

changes to program sca le , e ligibility, pricing, te rms of re turn to s tandard

generation service , and the  mechanics of fixed generation cost recovery. I a lso

recommend a  cla rifica tion to the  program te rm.

12 Q- What is your recommended clarification to the program term?

1 3 A. I do not disagree  with TEP's  proposal to ta rget a  four-year period for the

14 te rm of the  program. However, I be lieve  it is  important for cons ide ra tion of

15 program extension or modifications to be considered in the context of a future

16

17

18

19

20

genera l ra te  case  prior to the  termination of the  program. Therefore , I recommend

that the  term of the  program be resta ted to indicate  that the  buy-through program

will continue  a t leas t until the  s ta rt of the  firs t ra te -e ffective  period (following a

general rate  case) occurring no less than four years from the starting date  of the

buy-through program.

21 Q- Please describe the change to program scale that you are recommending.

22 A.

23

I be lieve  tha t the  program cap of 30 MW proposed by TEP is  too low.

TEP has approximate ly 30% of the  non-residentia l load tha t APS has. APS's  AG-
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I l program is  capped a t 200 MW. A comparable  cap for TEP is  a round 60 MW,

2 which is  wha t a m re comme nding.

3 Q. Please describe the changes to program eligibility that you are

4 recommending.

5 A.

6

7

8

9

10

1 1

I recommend broadening the range of the customers that would be eligible

to participate in the buy-through program. Specifically, I recommend allowing

customers to participate with a minimum load size of 3 MW (peak demand), as

proposed by TEP, but allowing aggregation of smaller loads in the LGS class

owned by the same corporate entity to achieve that 3 MW threshold. Each single

site aggregated to reach the 3 MW threshold should have experienced a billing

demand of at least 200 kW in the past year to be eligible.

12 Q- Why do you recommend broadening the range of eligible customers?

1 3 A.

14

15

16

17

18

19

20

The  AP S  'buy-through progra m re s e rve d 50% of the  initia l ca pa city for

cus tome rs  on S che dule  32-L, which roughly corre s ponds  to the  TEP  LGS  cla s s .

The  AP S  program a llows  S chedule  32-L (and in s ome  ca s e s  s ma lle r) cus tomers  to

a ggre ga te  the ir s ingle  s ite  loa ds  to a chie ve  the  10 MW minimum s ize  re quire d to

pa rtic ipa te  in the  AG-l progra m. Expe rie nce  with the  AG-1 progra m

demons tra te s  tha t the re  is  keen inte re s t on the  pa rt of commercia l and public

s e ctor cus tome rs  to pa rticipa te  in the  ma rke t for e le ctric powe r. This  opportunity

s hould be  a va ila ble  to s imila rly-s itua te d TEP  cus tome rs .

21 Q» You state that the APS AG-1 program allows aggregation but requires a 10

22

23

MW minimum aggregated load size. Why are you recommending a 3 MW

aggregated load size for TEP?
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1 A.

2

3

APS has a larger service territory than TEP, so there is greater potential to

aggregate smaller loads up to a 10 MW threshold. Indeed, the APS non-

residential retail load is about three times the size of TEP's. My recommended 3

4

5

MW threshold for aggregated loads in the  TEP service  te rritory simply sca les

back the APS aggregate threshold to take into account the smaller TEP service

6 territory.

7 Q. Are there aspects of buy-through program pricing proposed by TEP that you

8 agree are reasonable?

9 A.

10

1 1

Yes. TEP's proposal to assign a pro rata share of previously-incurred

hedging costs is reasonable in concept. I note, however, that the reasonableness

of the specific calculations that TEP intends to apply has yet to be demonstrated.

12 Q. What changes to buy-through program pricing are you recommending?

13 A.

14

I am recommending changes to the proposed monthly management fee as

well as to the continuation of generation capacity charges proposed by TEP.

15 Q. What change to the monthly management fee are you recommending?

16 A.

17

18

TEP is  proposing a  monthly management fee  of $0.004/kWh for buy-

through service . While  I agree  that some management fee  is  appropria te , I

believe the fee proposed by TEP is excessive, as it is more than six times greater

19 than the $0.0006/kWh management fee  charged by APS for AG-1 service . In its

20

21

22

review of its AG-1 program, APS concluded that a tripling of the management fee

would be appropriate if the program is continued." This would correspond to a

management fee of $0.0018/kWh. Based on that conclusion, I believe a

23 management fee  of $0.002/kWh, or half of what TEP is proposing, is  reasonable .

34 See Docket No. E-01345A-16-0036, Direct Testimony of Leland R. Snook, p. 45.
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I Q- What changes to TEP's proposed generation charges for buy-through

2 customers are you recommending?

3 A. Under the TEP program, the unbundled Generation Capacity rate

4

5

components would continue to apply to 100% of the buy-through customer's

billed demand. In other words, in addition to purchasing its generation service

6 from a  competitive  supplier, the  buy-through customer would be  required to

7 continue to pay TEP for the  fixed cost of generation service  that the  buy-through

8 cus tomer would be  utilizing. This  requirement to "pay twice" for fixed

9 generation service  obviously undermines the economics of participa ting in the

10 program, indeed, as TEP is opposed to adoption of the program, this feature

11 appears designed to ensure that the program would fail, even if it was approved.

12 This feature of TEP's proposal is unreasonable, does not have an analogue in the

13 APS AG-1 program and should not be adopted.

14

15

16

Further, the fixed generation charges proposed by TEP are in effect

stranded cost charges drat are  typically levied by utilities when direct access

se rvice  is  be ing offe re d. A critica l dis tinction with respect to re ta il choice

17 programs is  tha t in exchange for the  customer's  payment of randed cost charges

18 for a period of time (e.g., five years), the  customer is  a llowed to migrate

19

20

permanently to marke t participa tion with no further s tranded cost obliga tion. Tha t

is  not the  case  with the  proposed buy-through program. When the  term of the

2 1 customer's  participation in die  buy-through program has expired, the  customer is

22 presumed to have no continued right to market procurement unless the program is

23 extended and the customer is able to regain a slot. In short, if the participating

24 customer is required to pay a stranded cost charge as proposed by TEP, then a

i
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I more permanent shopping option, accompanied by a  timetable  for cessation of

2

3

stranded cost obligations, should be available. Moreover, stranded cost recovery

for TEP was previously implemented and completed by the terms of the amended

4 Settlement Agreement approved by the Commission in Docket Nos. RE-00000C-

5 94-0165, E-01933A-97-0772, and E-01933A-97-0773 l

6 Rather than the stranded cost charge proposed by TEP, the going-forward

7 charges for generation-related services should be limited to a charge for reserve

8 capacity applied to 15% of the  customer's  billing load a t the  unbundled

9 Generation Capacity rate components for the customer's rate schedule. 35 This

10 pricing approach ties the  charge for reserve capacity to TEP 's planning reserve

margin in the Company's Integrated Resource Plan ("IP") and is comparable to

12 APS's AG-1 charge for reserve capacity.

13 Q- What does planning reserve margin refer to and how is it relevant?

14 A. A planning reserve margin is used in the resource planning process to

15 compensate for uncertainty surrounding future load forecast changes and resource

16 contingencies such as generation or transmission forced outages. The planning

17 reserve margin is  calculated as the  amount of firm pedc resource capacity in

18 excess of projected retail demand as a percentage of total demand. The planning

19 reserve  margin used by TEP in the  Company's  IP  is  15%.36

20 By way of comparison, under the  AG-1 ta riff, the  monthly reserve

21 capacity charge is applied to 15% of the custoxner's  billed demand priced at

35 As described in the following section my testimony, I recommend that the LPS and 138 kV Delivery
energy charges be re-designated as Generation Capacity energy charges. For LPS and 138 kV buy-through
customers, I recommend that the reserve capacity charge be applicable to 15% of kph at the Generation
Capacity energy rate and 15% of billing kW at the unbundled Generation Capacity demand charge
component.
as See TOP 2014 IP, p. 43 and2016 Preliminary my, p. 33.
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1

2

APS's cost-based ra te  for generation capacity filed a t FERC, consistent with

APS 's  planning re se rve  margin of 15%."

3 Q~

4

If the pricing features proposed by TEP are not adopted, how should the

Company's revenue deficiency associated with the buy-through program be

5 recovered?

6 A.

7

8

9

10

In my discussion of rate spread, above, I recommended that the first

$7,550,207 of any revenue requirement reduction apportioned to LGS, LPS, and

High Voltage customers be used to support the Experimental Rider-l4 buy-

through program.

This funding mechanism would work as follows. The first $7,550,207 of

1 2

13

revenue requirement reduction apportioned to LGS, LPS, and High Voltage

(collectively) wouldnot be applied to a change in rates per sh. Rather, this

$7,550,207 would be used to absorb TEP's revenue deficiency that is attributed to

14 the reduction in fixed generation revenues from buy-through customers. In Huis

15

16

way, TEP is able to recover its approved revenue requirement, and the customer

classes not e ligible  to participate  in the  program are  held harmless from adoption

17 of the  buy-through provis ion.

18 Q»

19

20

21 A.

22

23

Why is it reasonable to recover the fixed generation costs from the classes

eligible to participate in the program rather than directly assigning the cost

recovery to the buy-through participants?

As I discussed previously, directly assigning stranded cost charges might

be appropriate if participants were being offered a more permanent shopping

option. Further, the opportunity to participate in the program provides a potential

"see APS 2014 IP, p- 93.
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1 value-added option for the  members of the  e ligible  classes. It s trikes me as more

2 reasonable to recover the fixed generation costs of the buy-through program

3 through a  foregone ra te  reduction from the e ligible  classes ra ther than levying a

4 100% stranded cost charge as proposed by TEP.

5 Q- How did you calculate that the revenue required to fund the buy-through

6

7 A.

program is approximately $7,550,207 per year?

I applied the unbundled Generation Capacity rate components, corrected

8 as discussed in the next section of my testimony, to the load associated with my

9

10

recommended 60 MW program cap for each of the eligible classes (LGS, LPS,

and High Voltage), assuming fully-subscribed participation. 38 I then reduced the

12

13

resulting amounts by the revenues from the 15% reserve capacity charge I am

recommending. The $7,550,207 estimate is the simple average of this calculation

applied to the LGS, LPS, and High Voltage rate schedules. 39

14 To the  extent tha t program initia tion is  de layed and does not coincide  with

15 the start of the rate-effective periodin this case, then there should be a downward

1 6 adjustment to the annual imputed cost of the program prorated over the planned

17

18

four-year term of the  program, to account for the  over-recovery of revenues from

eligible  classes during the  delayed start-up.

19 Q. What do you recommend if the buy-through program is not fully

20 subscribed?

as To calculate revenue associated with my recommended LPS and 138 kV Generation Capacity energy
charges, described in the following section, I estimated the kph associated with 60 MW of load for LPS
and 138 kg.
39 If all buy-through participants are in the LGS class, the cost would be $8,109,000 per year. Similarly, if
all buy-through participants are in LPS class the cost would be $7,006,300 per year and if all buy-through
participants are in the High Voltage class the cost would be $7,535,320 per year. My estimate of
$7,550,207 is the simple average of this range.
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l A.

2

3

4

If the buy-through program is not fully subscribed, then the revenues set

aside to fund the program that tum out to be superfluous should be deferred and

returned to the eligible classes through a suitable rate mechanism, perhaps

through the PPFAC.

5 Q-

6

Please explain your proposed change to the Return to Company's Standard

Generation Service provision of Experimental Rider-14.

7 A.

8

9

10

11

12

1 3

14

15

16

If, prior to the end of the planned four-year term of the program, and

absent Commission termination of the program, a buy-through customer seeks to

return to standard generation service and does not provide one-year's notice, TEP

proposes to charge the returning customer the Dow Jones Electricity Palo Verde

Daily Index price for the power delivery date plus $20 per MWh until the

Company is reasonably able to integrate the customer back into the Company's

generation planning. While I agree that this general approach is reasonable, I

believe the proposed $20 per MWh mark-up is excessive. By comparison, APS's

AG-1 program also requires that an "early" returning buy-through customer pay

market rates for up to one year, but without an additional mark-up. I believe the

17

18

19

$20 per MWh mark-up proposed by TEP should be  e liminated or s ignificantly

reduced to no grea ter than $4 per Mwh, to provide  some margin to TEP for

facilita ting this  pass-through of market costs .

20 Q-

21

Are you aware of whether any AG-1 customers have sought to return to APS

standard generation service prior to the planned term of the AG-1 program?

22 A.

23

To the best of my knowledge, no AG-1 customers have sought to return to

APS standard generation service prior to the planned term of the AG-1 program.
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1 Q- Do you have any additional comments regarding the role of a buy-through

2 program in the TEP service territory?

3 A. Yes. TEP steadfastly opposes adoption of a buy-through program yet

4 continues to add generation resources that increase costs for all customers. This

5 rate  proceeding includes requested revenue requirement increases for the Gila

6 River plant, Springerville  Unit l, and TEP-owned sola r plants . Furthe r, the

7 Company indicates that even with the  planned acquisitions of both the  75%
\

8 inte res t in Gila  River Unit 3 and the  49.5% inte res t in Springerville  Unit 1, a s  we ll

9 as the build out of utility scale solar generation resources, the Company was still

10

1 1

short 200 MW in peaking capacity in 2015, growing to a  de ficit of 570 MW in

2018 with the re tirement of San Juan Unit 2, according to TEP's 2014 IRP.40

1 2 In light of these resource needs, ra ther than opposing the buy-through

13 program, it would make far more sense for TEP to take advantage of customers'

14 interest in acquiring power from the  marketplace  and use  a  buy-through program

15 as a  planning tool for avoiding the acquisition of generation resources that may be

16 unnecessary if customer purchases of market power were allowed to proceed

17 under a buy-through program.

18 Finally, TEP has indica ted tha t the  Company plans to revise  its  billing
\

19 determinants  in its  rebutta l filing to take  account of planned reductions in

20 opera tions  for a  major customer. I will respond to tha t revis ion in my surrebutta l

21 tes timony. Twill note  a t this  time tha t to the  extent future  loads for this  customer

22 are  uncerta in, it may be useful to consider market options such as buy-through for

to See TEP Response to AECC Data Request l6.3.c.
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I meeting the future service needs of this customer, perhaps even outside the 60

2 MW cap I am proposing for the  buy-through program genera lly.

3 Q- Are you aware that APS has proposed to eliminate the AG-1 program in its

4 recent general rate case filing?

5 A. Yes, I am.

6 Q. Does APS's proposal to eliminate the AG-1 program impact your

7 recommendations regarding the adoption of a buy-through program in the

s

9 A.

TEP service territory?

No, not at all. I have incorporated APS's observations regarding the AG- 1

10 management fee  into my recommendations for TEP. Further, I note  tha t APS's

1 1

12

analysis regarding many of the program details indicates that many aspects of the

program worked reasonably well.4' Aspects  of the  program tha t may require

13 improvement, such as retail imbalance service, can be addressed as part of

14 discussions among stakeholders in implementing a  TEP buy-through program.

15 But most fundamentally, the  opposition of utility management and shareholders to

16 a llowing Arizona  customers  to benefit from marke t pricing is  unsurpris ing and

17 should be  given little  weight when compared to the  declared policy of the  Sta te .

18 A buy-through program provides a modest "second best" vehicle to allow

19 customers some of the benefits from competition in generation services,

20 consistent with the State's declared policy.

41 APS indicates that program operations such as power scheduling, settlements, information exchanges and
billing were generally successthl, although improvements could be made to these operations, including
more automation. Docket No. E-00I345A_I6-0036, Exhibit LRS-6DR, p. 2.
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1 UNHUNDLED RATE DESIGN

2 Q. What aspects of TEP's proposed rate design are you addressing in your

3 testimony?

4 A. My testimony addresses the rate design for TEP'S unbundleddemand

5 charges for the LGS, LPS, and High Voltage classes. In addition, I address

6 elimination of an energy charge for Delivery service in the rates of demand-billed

7 classes. My absence of comment on other aspects of TEP's rate design should not

8 be interpreted as support for (or opposition to) TEP's proposed rate design

9 generally.

10 Q, By way of background, please explain the significance of an unbundled tariff.

A. An unbundled tariff is one in which utility rates are separated according to

12 function, in particular, generation, transmission, and distribution (or delivery

13 service). The Commission's rules carefully prescribe the requirements for filing

14 an unbundled tariff" The fundamental requirement in any well-designed

15 unbundled tariff is that each unbundled component should only recover costs

16 associated with its specific function. That is, the unbundled delivery service

1 7 charge should only recover delivery-services-related costs (and not generation

18 costs), the unbundled generation charge should only recover generation-related

19 costs, and the unbundled transmission charge should only recover transmission-

20 related costs.

21 A well-designed unbundled tariff is essential to implement a buy-through

22 program because customers in such a program purchase their generation service

23 from third parties and thus the rates they pay the utility must accurately

42 See AAC R14-2-1606.C.2.
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1 distinguish the avoidable generation costs from the other components in the rate

2 schedule.

3 As required by Commission rules, TEP's rate schedules show rates both

4 on a bundled and unbundled basis.

5 Q- What is the appropriate basis for designing unbundled rates?

6 A. The unbundled rate design should be tied to the class costs by function

7 calculated in the class cost-of-service study. Although class revenues may be

8 above or below full cost of service, the unbundled rates should reflect the

9 underlying functional costs  to the  nearest extent practicable .

1 0 Q- Do you agree with TEP's depiction of the functional components of each

11 class's allocated costs?

1 2 A. No. In addition to the  ana lytica l flaws  a ffecting cla ss  cos t a lloca tion

1 3

1 4

discussed in the Cost of Service section of my testimony, TEP's depiction of the

functional components that comprise each class's costs is distorted. After costs

1 5 are allocated to customer classes, TEP breaks these costs into various functions by

1 6 FERC account for each class, based on the overall functioned composition of the

1 7 FERC account for the system. This is problematic because classes utilize the

1 8 utility functions  to diffe rent degrees . For example , the  High Voltage  class  utilizes

19 only a  minimal amount of the  dis tribution sys tem re la ted to mete ring. It is

20

21

inappropria te  to a ttribute  a  s izeable  amount of the  High Voltage  intangible  plant,

genera l plant, or A&G expenses to the  dis tribution function.

43 TEP presents these results on the tabs named RES byFunction, GS byFunction, LGS byFunction, LPS
byFunction, l38kv byFunction, and LIGHT byFunction in its class cost of service model. I also corrected
the depiction of income taxes for the LPS and l38kv classes on their respective Function tabs.
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l

2

3

4

5

The problem I am describing affects numerous FERC accounts that serve

multiple functions and/or are comprised of both demand-related and customer-

related costs. These calculations affect the functional unit costs by class, which

are the appropriate basis for designing unbundled rates. My cost-of-service study

corrects the depiction of each class's functionalized and classified cost

6 c o m p o n e n ts .

7 Q. Do you have concerns with the rate design of TEP's unbundled tariff?

8 A. Yes. TEP's unbundled rate design is flawed in that the Company is

9 attempting to recover fixed generation-related costs in the Delivery-related

10

11

12

1 3

components of the LGS, LPS, and 138 kV rates, contrary to the fundamentals of

proper unbundled rate design. For example, TEP's original class cost-of-service

study, upon which TEP's tiled unbundled rates are based, calculated a per-unit

demand production cost of $10.60 per kW for the LGS class. However, TEP's

14

15

16

17

proposed LGS tariff states an unbundled Generation Capacity demand charge

component of only $7.95 per kw. Conversely, the unbundled Delivery demand

charge component is set above cost. According to TEP's original cost of-service-

study, the per~unit distribution demand cost for the LGS class is $3. 13 per kw,

18 but TEP proposes an unbundled LGS Delivery demand charge component of

19 $3.86 per kw, in addition to substantial Delivery energy charges for the class.

20 Q- Why is  this  a  problem?

21 A.

22

23

24

It is a problem because the fundamental economic proposition in a buy-

through rate is that the buy-through customer is able to bypass either all, or a

significant portion of the unbundled generation charges. If the utility's

unbundled rate design shifts cost recovery from generation charges to distribution
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1

2

3

4

(or delivery) charges, then the avoidable generation costs will be underpriced and

unavoidable distribution charges will be overpriced. As a result, the ability of

customers to shop for buy-through power will be thwarted. Indeed, that is exactly

what is likely to occur if TEP's unbundled rate design is accepted.

5 This situationcould significantly undermine the economics ofacquiring

6

7

8

9

10

generation service in the power market. Indeed, shifting generation-related costs

into the distribution (or delivery) charge is contrary to the very purpose of

unbundling rates. It also appears to be contrary to the requirements of the Rules

(AAC R14-2-1606.H.2), which states that rates for unbundled services "shall

reflect the costs of providing the services."

11 Q. Have you calculated alternative unbundled rates for the LGS, LPS, and High

12

13 A.

Voltage classes?

Yes.  I have calculated a set of alternative unbundled rates, based on the

14

1 5

16

results of my corrected cost-of-service study and recommended revenue

allocation at TEP's proposed revenue requirement. My proposed rate design is

presented in Exhibit KCH-20.

17 Q- As part of your review of the unbundled tariff components, do you have any

18 additional rate design recommendations?

19 A. Yes. A portion of the Delivery Charges for demand-billed customers is

20 stated as an energy charge. This is not good rate design. The cost of delivery

21 service is exclusively a function of customer-related costs and demand-related

22

23

24

costs; consequently, recovery of these costs should occur exclusively through

fixed customer charges and demand charges, not energy charges. Consequently,

TEP should be required to eliminate its proposed Delivery energy charges for
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2

3

4

de ma nd-bille d cla s se s . My propose d la te  de s ign e limina te s  the  De live ry e ne rgy

cha rge s , while  the  ove ra ll re cove ry through die  unbundle d De live ry de ma nd

cha rge  compone nt a nd the  Ba s ic S e rvice  Cha rge  is  proportiona te  to the

unde rlying Dis tribution cos ts .

5

6

7

8

9

10

To avoid too great a change in the overall relationship between total

demand and total energy charges in TEP's rate design for the LPS and High

Voltage classes, I have retained an energy charge at the same rate proposed by

TEP for Delivery service and applied this charge to the recovery of Generation

Capacity costs, which reduces the unbundled Generation Capacity demand charge

from the rate it would be otherwise.

Q.

12 A.

13

14

15

16

17

18

19

What is your recommendation to the Commission on this issue?

TEP's proposed relationship between delivery demand charges and

generation capacity demand charges in its unbundled tariff should be rejected.

Instead, I recommend that the unbundled rate design presented in Exhibit KCH-20

should be adopted at TEP's proposed revenue requirement. To the extent that the

revenue requirement for the LGS, LPS, and/or High Voltage classes is reduced

from the levels assumed in Exhibit KCH-20, then the unbundled delivery charges

and generation charges (excluding power supply) for any class should be reduced

pro rata from the charges presented in Exhibit KCH-20 to reflect the reduced

20 re ve nue  re quire me nt.

21 MOBILE HOME PARK RATE SCHEDULE

22 Q- What issue are you addressing regarding the rate schedule applicable to

23 mobile home parks?
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1 A. TEP has a special rate schedule applicable to mobile home parks that are

2 maste r me te red, ca lled Mobile  Home  Pa rk Electric Se rvice  - Gs-l IF. However,

3 this rate schedule does not allow any "new" customers to join, including existing

4 master-metered mobile home parks that happen to be on rate schedules other than

5 the  mobile  home park ra te . This  res triction preventing exis ting mobile  home

6 parks from switching to this ra te  schedule  is  unjust and unreasonable  and should

7 be  removed from the  TEP ta riff

8 In this general rate case, TEP is changing the name of rate schedule GS-

9 l F to "Mobile  Home  Pa rk Electric Se rvice  (GS-M-F)." Howeve r, the  ra te

10 schedule as proposed continues to include restrictive language that states it is

11 "only available to premises historically served on a master metered mobile home

12 park ta riff" and tha t is  it is  "not ava ilable  to new facilitie s ." [Emphasis  added].

1 3 The restrictions in the new language are also unreasonable and should be

14 removed.

1 5 Q- Please explain why the restrictions on migrating to this rate schedule should

16 be removed.

17 A. Mobile  home parks that are  master metered are  generally billed by TEP at

18 a  s ingle  meter for the  entire  mobile  home park load. The  mobile  home park

19

20

operator then delivers the power to its individual residents over its own

distribution system and, if sub-metered, bills the residents for their respective

21 usage based on meters attached to each residence.

22 Significantly, the  bills  tha t mobile  home park opera tors  pass through to

23 the ir residents  are  governed by sta te  s ta tute . Specifica lly, Arizona Revised

24 Statute §33-1413.01 provides that master-metered mobile home parks that are
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l sub-metered must not charge their residents more than the utility's prevailing

2 rates for basic single family residential service. Because of this statute, it is

3 important that there be a reasonable nexus between what TEP charges a master-

4 metered mobile  home park for power and what TEP charges a  residentia l

5 customer for power, because the mobile home park operator can only pass on the

6 latter charges to its residents. If the average rates charged to master-metered

7 mobile home parks are greater than the rates charged to residential customers,

8 then the  mobile  home park opera tor will be  unfa irly harmed by be ing forced by

9 the TEP tariff to purchase power from TEP at one rate  and then required by state

10 statute to resell it at a lower rate. Such a situation would be unreasonable on its

fa ce .

12 Q. Is the situation you are describing an actual problem or simply a

13 hypothetical problem?

14 A. This  s itua tion is an actualproblem. Master-metered mobile  home parks

15 that, for whatever reason, are not served ullder the mobile home park rate are

1 6 forced to take service under rate schedules that have no nexus to residential rates.

1 7

18

I know of at least one master-metered mobile home park that is taddng service

under the LGS-13 rate schedule. This rate schedule, unlike current residential

19 rates - and unlike the mobile home park rate - has a very substantial demand

20 charge. While the LGS-13 demand charge may be reasonable for the vast

2 1 majority of customers taking service under that rate schedule, it isnot reasonable

22 for a customer who must resell its power at residential rates. The rate design

23 mismatch between LGS-13 and residential rates is causing an undue penalty
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l assessed on mobile home park operators who must resell power to residents at

2 rates that are below the rates that the operator pays TEP.

3 I have  illus tra ted this  problem for a  hypothe tica l mobile  home park taking

4 se rvice  on LGS-13. This  ana lys is  is  presented in Exhibit KCH-21. The  example

5 assumes that the mobile home park has the average size and load factor of a

6 mobile  home park taking service  under the  mobile  home park ra te . The analysis

7 shows that the average cost of service under the LGS-13 rate is 18.66 cents per

8 kph at current ra tes, whereas the  average ra te  for residentia l service  under the

9 TE-R-01 ra te  schedule  is  13.06 cents  per kph. If this  customer were  a llowed to

10 switch to the  mobile  home park ra te , the  costs would be much closer to the

residentia l ra te . However, the  current and proposed TEP ta riff forbids  this

12 customer from switching to the  mobile  home park ra te . This  prohibition is  unjus t,

13 unreasonable, unduly discriminatory, and not in the public interest. Accordingly,

14 this  prohibition should be  e limina ted by the  Commission.

15 Q. Does TEP have an explanation for the restrictions on the availability of the

16 mobile home park rates in its tariff?

17 A. Yes. TEP cites  to the  Arizona  Adminis tra tive  Rules , which s ta te , in

18 re levant part:

19

2 0

2 1

2 2

2 3

2 4

2 5

2 6

R14-2-205. Maste r Mete ring

A. Mobile home parks -- new construction/expansion
1. A utility shall refuse service to all new construction or expansion of

existing permanent residential mobile home parks unless the construction or
expansion is individually metered by the utility. Line extensions and service
connections to serve such expansion shall be governed by the line extension and
service connection tariff of the appropriate utility.
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1 TEP indicates that its restrictions are intended to avoid master-metered

2 circumstances in the future.44

3 Q. Do you believe that TEP's existing or proposed restrictions on this rate

4 schedule are a reasonable means for avoiding master metering in the future?

5 A. No. R14-2-205 already precludes new master metering in the future for

6 mobile home parks by requiring utilities to refuse service to such new facilities.

7 By the same token, if a  master-metered mobile  home park is a lready being served

8 by TEP, it must be  presumed to be  an older facility tha t predates the  prohibition

9 on new master metering. If such a customer happens to be on the wrong rate

10 schedule , no public interest is  served in preventing this  customer from switching

11 to the mobile home park rate schedule intended for such customers.

12 Q. What is your specific recommendation to the Commission regarding the

13 mobile home park rate schedule?

14 A. The  applicability crite ria  for Mobile  Home Pa rk Electric Se rvice  - GS-11F

15 should be amended to remove the restriction on service to new customers.

16 Similarly, to the  extent that TEP's proposed replacement ra te  schedule  GS-M-F is

1 7 a dopte d, the  prohibition on "ne w fa cilitie s " should be  re move d, a s  it is

18 superfluous and ambiguous. Further, the  applicability criteria  should be  amended

1 9

20

to remove any language that restricts this rate schedule to premises that have been

historically served on a master metered mobile home park tariff; as this restriction

2 1 unreasonably prevents an otherwise eligible customer from switching to this rate

22 schedule from a rate schedule that is ill-suited for the customer. At a minimum,

44 TEP Response to AECC DataRequest 21.1(b), provided in Exhibit KCI-1-22.
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1 the applicability criteria should be amended such that there is no restriction on

2 migrating to this rate schedule for any existing master-metered mobile home park.

3 Q. Do you have any recommended guidance regarding this rate schedule as it

4 pertains to its future rate design?

5 A. Yes. Care should be taken to ensure a reasonable going-forward nexus

6 between the  mobile  home park ra te  and residentia l ra tes . For example , if

7

8

residential rates are not subject to mandatory demand charges, then neither should

the mobile home park rate be subj act to them. The statutory restrictions on the

9 ra tes a t which master-metered mobile  home parks must resell power require  that

10 TEP and the  Commission be  mindful of the  re la tionship between the  mobile  home

11 park rate and residential rates going forward.

12 LOS T FIXED COS tltfRECUVI*lRY MECHANIS M

13 Q. What is the LFCR mechanism?

14 A. The LFCR is an adjustor mechanism that allows TEP to recover certain

15 revenues deemed to be "lost" due to energy efficiency ("EE") and distributed

16 genera tion ("DG") programs. TEP proposed the  LFCR in the  last genera l ra te

17 case. The TEP proposal in that case was opposed by many parties, including

18

19

AECC, however, a compromise was reached and a version of the LFCR was

included in the 2013 Settlement Agreement that was approved by the '

20 Commission. Now, in this  case , TEP proposes changes tha t would tilt the

21

22

compromise negotiated in the last case further in the direction of the Company's

initial proposal.

23 Q- What significant modifications to the LFCR mechanism is TEP proposing?
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l A. The LFCR mechanism is  currently designed to permit recovery ofa

2 portion of transmission and distribution costs not recovered through base rates

3 due to EE and DG savings. Currently, 50% of demand charge base rate revenue is

4 excluded from the  ca lcula tion of the  LFCR mechanism, as  is  the  entire ty of

5 generation-related revenue, purchased power and fuel costs, and customer charge

6 revenue."

7 As expla ined in the  Mr. Jones 's  direct testimony, the  Company is

8 proposing to expand the  costs  e ligible  for recovery though the  LFCR mechanism

9 to include generation and fixed must-run fixed costs, as well as the remaining

10 50% of demand charge revenue currently excluded from the calculation." Further,

11 TEP proposes to increase the year-over-year cap from 1% to 2% due to the

12 proposed expansion of LFCR-e ligible  costs ."

13 Q. Do you support TEP's proposed changes?

14 A. No. The LFCR mechanism adopted in the last general ra te  case was the

1 5 product of difficult negotia tions. I am not persuaded tha t an LFCR is  needed in

16 the first instance, and I particularly disagree with levying this charge on LGS

17 customers, as a significant part of TEP's concern regarding these customers can

18 be addressed through ra te  design. Therefore , not only do I disagree  with TEP's

19

20

proposed changes, but I also recommend that LGS customers be exempt from this

charge going forward.

21 Q- Please explain how concerns about fixed cost recovery for larger customers

22 can be addressed through rate design.

45LFCR Mechanism Plan of Administration.
46 Direct Testimony of Craig A. Jones, pp, 77-79.
47 14. pp. 79-80.
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1 A. The  premise  for recovery of "los t margins" is  to insula te  the  utility from

2 the  loss of fixed-cost recovery when customers conserve energy by participating

3 in utility-sponsored energy e fficiency programs. This  e ros ion of fixed-cost

4 recovery may occur because, for many rate  schedules, a  portion of fixed cost is

5 recovered through the  volumetric energy charge . Thus, if energy consumption

6 declines, a ll other things be ing equal, fixed cost recovery from conserving

7 customers on these rate schedules declines. This problem can be mitigated by

8 recovering a  greater proportion of fixed costs through the customer charge and

9 demand charge . Indeed, TEP is proposing to increase both of these charges for

1 0 LGS. For example , TEP is proposing to increase the LGS customer charge to

$1,000 per month, a  relatively high customer charge for customers of this size.48

12 Q. Doesn't energy conservation also enable a customer to reduce its billing

13 demand?

14 A. Yes, but it is  much more  difficult for a  cus tomer to reduce  its  billing

15 demand from conservation in the  short term than its  energy usage. This is

16 particula rly true  given the  s tructure  of TEP's  ta riff; because  the  billing demand

1 7 for LGS customers is  subject to a  75% ra tchet. This  ra tchet means tha t the  billing

18 demand in any given month cannot fall below 75% of the customer's greatest

19 demand measured during the preceding eleven months - even if subsequent usage

20 is reduced.

21 Q. How can TEP address fixed-cost recovery concerns through rate design?

is Currently the LGS-13 customer charge is $775 per month and the LGS-85 customer charge is $950 per
month.
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l A. When TEP first requested the LFCR, the stated purpose was to recover

2

3

delivery service costs that would otherwise be unrecovered when energy

conservation or distributed generation occurs.49 TEP's rates are Lmbundled,
9

4 therefore, delivery service rates are already separately stated in the tariffs TEP's

5

6

7

8

9

10

12

proposed delivery service rates consist of customer charges, demand charges, and

energy charges. This structure should be changed. As I discussed in my

testimony on unbundled rate design, the delivery service energy charges should be

eliminated and TEP should recover all of its delivery service costs from demand-

billed customers through the customer and demand charges. This rate design

change would not only address fixed-cost recovery concerns, it would improve

rate design. It is well understood that the cost of providing delivery service is

driven by customer-related costs and demand-related costs - not energy-related

13 costs. For this reason alone, TEP's delivery service  charges should not have an

14 energy-charge component for demand-billed customers.

15 Q. If LGS is excluded from the LFCR would other customers be forced to bear

16 the LFCR-related costs "caused" by the larger customers?

17 A.

18

19

20

21

Absolutely not. If a customer group is excluded from the LFCR

mechanism, they would neither pay the LFCRnor she' costs to other classes for

recovery. The only LFCR costs that should be recorded by TEP would be those

directly attributable to the participating classes. Consequently, no costs would be

shifted from non-participants to participants.

22 Q. Please summarize your recommendations concerning the LFCR.

49 Docke t No. E-01933A- 12-0291, Dire c t Te s timony of Da vid G. Hutche ns , p. 9 .
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1 A. TEP's proposals to expand the scope of the  LFCR should be re jected. The

2

3

4

limitations on the scope of this charge were critical to allowing the LFCR to be

included in the 2013 Settlement Agreement approved by the Commission.

Further, it is unnecessary and unreasonable for LGS customers to be included in

5

6

the LFCR program, as concerns about Fixed cost recovery from this customer

class can be addressed through rate design.

7

8 I? ;? FAc  RATE DE S IG N

9 Q.

10 A.

l l

12

13

14 Q-

15 A.

1 6

17

18

What PPFAC rate design issues are you addressing?

I am addressing TEP's proposal to modify the rate design of the PPFAC to

a percentage adj vestment rather than a kph adjustment and to make this change

monthly, rather than annually. I addressed revenue requirement issues concerning

the PPFAC separately in my revenue requirement testimony.

Please describe TEP's proposed rate design change for the PPFAC.

The PPFAC rate is currently adjusted annually and charged to customers

on a per-kWh basis. TEP is proposing to adjust the PPFAC monthly using a

twelve-month rolling average and to allocate the PPFAC costs on a percentage of

the average base fuel rate as established in a general rate case. The montlNy

19

20

PPFAC change is proposed to be a single percentage adjustment applied to all

2 1 Q.

22

23

What reasons does TEP offer for these changes?

TEP suggests that a monthly reset of the PPFAC using a rolling twelve

month average, combined with hedging, would make changes in the adjustor less

50 Direct Testimony of Craig A. Jones, p. 77. See alsoDirect Testimony of Michael Sheehan, p. 42.
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1

2

vo1atile.51 TEP also indicates that changing to a single percentage adjustment

better aligns the changes in fuel costs with each rate class's base fuel costs.

3 Q.

4 A.

5

What is your assessment of these proposals?

TEP's proposal to use a single percentage adjustment for the PPFAC is

reasonable as the adjustment would be proportionate to each customer class's fuel

6

7

costs . I support adoption of this  change .

TEP's proposal to change to a  monthly reset of the PPFAC creates rate

8 uncerta inty from month to month and is  potentia lly problematic. Although I am

9 disinclined to support this change on a  standalone basis, I would not oppose this

10

1 1

approach if it were adopted as a  package in tandem with the 70/30 PPFAC risk

sharing mechanism tha t am recommending in my revenue  requirement

12 testimony.

13 Q. Does this conclude your direct testimony?

14 A. Ye s , it doe s .

51 Direct Testimony of MichaelSheehan, p.43.
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Exhibit KCI!-20
Page I olla

AEcc/noble Solutions Recommended Unbundled LPS-TOU & l38kv Rates
at AECC/Noble Solutions Rate Spread & TEP Requested Revenue Requirement

Line

No. Description

TOP
LP&T0u

Pro Owl'8)

AECC/
Noble Solutions

LPS-TOU

Recommended

pa

TEP
u»s-laauv
Prcpn»g1!'

(4)

AECC/
Noble Solutions

Lps- l38kv

Recommelulul

1(4) ,
1
2
3
4
5
6

(4)

Basic Service Charge Components (S/Cust./Mo.):
Meter Services
Meter Reading
Billing & Collection
Customer Delivery

Tolal

$77.26
$0.78

$12.59
$1,909.37
$2,000.00

$486.04
$8.13

$148.61
$1,357.22
$2,000.00

$11s.ss
$l . Is

$1s.ss
$22864.06
$3,000.00

$336.51
$74.32

$l , l11.62
51,477.55
$3,000.00

7
8
9

10
l l
12

Demand Charge Components (S/kW)~
Local Delivery (See Note 2)

Summer On-Peak
Summer otllpeak

Winter On-Peak
Winter Of¥1Peak

$2.13
s I .40
$1.41
$0.40

$3.26

$3.26
$3.26
$3.26

SL86
s0.1s

$0.56
$0.40

$0.02
$0.02

$0.02
$0.02

13
14
15
16
17
18
19
20
21
22
23
24
25
26

Generation Capacity
Summer On-Peak
Summer Off-Pedc
Winter On~peak
Winter ofltlpeak

Fixed Must-Run
Transmission Components (See Note 3):

FERC Transmission Rate
Ancillary I- System Control & Dispatch
Ancillary 2: Reactive Supply & Voltage Control
Ancillary 3: Regulatory & Freq Response
Ancillary 4. spinning Reserve Service

Ancillary 5: Supplemental Reserve Service
Total Transmission

$9.68
$5.50
$8.00
M 9 0
$1.30

$9.2 l
$3.61
$6.16
$1.07
$1.46

$9.70
$6.75
s8.oo
$4.00
$1.30

$9.06
$5.07
$6.50
$2.93
$1.54

$3.34
s0.0s
so. IN
so. 17
$0.47

$0.08
$4.29

$3.39
$0.05
$0.18
$0.18
$0.48

.$0.08.. . . .
$4.36

$3.34
s0.os
s0.xs
$0.17
$0.47
$9.08
$4.29

$3.19
s0.04
$0.17
$0.16
$0.45
s0.01
$4.08

27

Zs
29
30
31

Total Demand Charges (s/kw>!

Summer On-Peak
Summer Off-peak
Wim¢f On~peak
Winter OtI1Peak

$18.00
sx2,49
$15.00

$9.99

$18.29
$12.69
$15.24
sl0.ns

$17.15
s12.49
$14.l5

$9.99

$14.70
$!0.7I
$12.14

$8.57

32
33
34
35
36

Energy Charge Components ($A<Wh)'
Summer On-peak
Summer OfI1peak
Winter On-Pcak

Winter OfFPcak

Delivery
$0.00710
80.w710
s0.00110
$00W710

Generation
$0_00'l]0
$0.00710

$0.00710
$0000710

Delivery
s0.00710
$0.007 I0
80.00710
$0.00710

Generation
$0.007l0
$0.00710
80.00710
30.00710

37
38
39
40
41
42
43

Power Supply Charges:
Base Power Supply Charges (S/kwh)
Base Power Supply Summer On-peak (eA<wh)
Base Power Supply Summer OIIPM ($AcWh)
Base Power Supply Winter On-Peak ($lkwh)
Base Power Supply Winter OtT1Peak ($A<Wh)
PPFAC (%) (See Rider-I for current Rate)

$00057760
$00024415
$0.0s3200
$0.020995

Varies

$0.057760
$0.0244 IN
$0.053200
50.020995

Varies

$0.056544
w.023901
s0.052080
$0.020553

Varies

$0»056544
$()_02390l
80.0520s0
$0.020553

Varies

Notes:
l. Data Source: Bxhibit CAJ83, pages301 - 301-3;302 - 302-3.

2. ABcC/Noble Solutions Unbundled Delivery demand charge is designed such that the combination of Basic Service Charge and Delivery demand
charge revenues are proportionate to Distribution wars. ABCC/'Noble Solutions calculated a fiat per-kW Distribution rate for each TOU period and
eliminated the Delivery energy charges (re-designated as Generation energy charges).

3. AECC/noble Solutions utilized TBP's general approach to calculating the unbundled Transmission component, based on the 2015 TE? Transmission
Expense Workpapex. However, ABCC calculated the LPS and 138 kV Transmission components sepuatdy.



Exhibit KCI!-20
Page 2 off

AECC/Noble Solutions Recommended Unbundled LGS Rates

at AECC/Noble Solutions Rate Spread & TEP Requested Revenue Requirement

L ine

_No.. Description
T EP

Proposed'

(b)

AECC/
Noble Solutions

Recommended

(c)
1
2

3
4
5
6

ca)
Basic Service Charge Components ($/Cust./Mo.)'

Meter Services
Meter Reading
Billing & Collection
Customer Delivery
Total

$38.63
$0.39
$629

$954.69

$1,000.00

$165.17
$2.72

$51.13
$780.98

$1,000.00

7
8
9

10

12

Demand Charge Components ($/kW):
Delivery Charge (See Note 2)
Generation Capacity
Fixed Must-Run
Total Transmission (See Note 3)
Total Demand Charge

$3.86
$7.95
$1.33
$4.36 .

$I7§50"
an

$1.93

$13.25
$1.66
$4.36

$21.20

13
14
15
16
17
18
19

Transmission Charge Components ($/kW):
FERC Transmission Rate
Ancillary 1: System Control & Dispatch
Ancillary 2: Reactive Supply & Voltage Control
Ancillary 3: Regulatory & Freq Response
Ancillary 4: Spinning Reserve Service
Ancillary 5: Supplemental Reserve Service

$3.39
$0.05
$0.18
so. 18

$0.48
$0.08

$3.39
$0.05
$0.18
$0. I8
$0.48
$0.08

20
21
22

Energy Charge Components ($/kWh):
Local Delivery - Summer
Local Delivery - Winter

80.02510
$0.01780

$0.00000
$0.00000

23
24
25

Base Power Supply Charges ($/kWh):
Base Power Supply Summer
Base Power Supply Winter

$0.037325
$0.03380 I

$0.037325
$0.03380l

Notes'
l . Data Source: Exhibit CAJ-3, pages 220 - 220~2.

2. AECC/Noble Solutions Unbundled Delivery demand charge is designed such that the combination of
Basic Service Charge and Delivery demand charge revenues are proportionate to Distribution costs.

3. AECC/Noble Solutions utilized TEP's approach to calculating the LGS unbundled Transmission component.
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Functional Cost Alignment of AECC/Noble Solutions Proposed Unbundled Rates

at AEcclNoble Solutions Rate Spread & TEP Requested Revenue Requirement

Combined LPS~TOU and 138 kV Classes

Line

No. Description
<

Proportion ofTotlI

..G¢n. J: Dist. Costs
(0

Ll 'S~TOU & in w
Revenue from

AEcc/noble Selnllons

Recommended Rates

a n

Proportion of Tool

Gen. & DM. Rwenuc2

(¢)
1

2

3

4

(u)
Distribution (Demand and Customer)
Generation Capncily a

Fixed Must»Run
Total Distribution & Gelmutiou Costs

LPS»TOU a Las kV
Total Coats I

0>)
$9.412,375

$4s,s63,09¢
$5,494,874

.$$g*770»342

16.0%

74,6%

9.3%

100.6%

$11,635,275

340,450,858

35.06531I

$54, l51,345

l$.9%

74.7%

. 9.4%

I00.0%

s

6

7

Transminion 4

Power Supply

Total - All Functions

s I2,195,982

$$8,436,997 .

s129,503 ,320

$14,649,224

858436897

$\27,237,566

s
9

Other Revenue Q'cdit

Net Cost to be Collected from Sales Revenue 5

~$2.259,\67

$127,244,153

Notes:
I. Based on AECC/Noble Solutions corrected class cost-of-service study at TBP's proposed revenue requirement.
2. Differences between Col. (e) and Col. (c) are due to rate rounding.
3. Power Factor revenues, as well as AECC/noble Solutions Generation energy charge of$0.007l/kWh, are considered Generation Capacity-related.
4. AECC/Noble Solutkms utilized TEP's general approach to calculating the unbundled Transmission rate component.
s. The difference between the net cost to be collected from sales revenue and the Total - All Functions revenue is due to vote rounding _
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TOP Residential Rate Schedule
Hypothetical Mobile Home Gs-ll F

Customer

Exhib it  KcH-z 1

Page l of 1

Mobile Home Park Illustrative Rate Comparison
Comparison of Average Residential Rates andRates Paid by a Hypothetical Mobile Home CustomerohRate Schedule LGS-13

TE-R-01 Service
C K TE-

ur re n raining

Determinants
R-01 Rites

Ravenu s

Current Rates

TD L GS - 1 3

Rates

G s - l l F

Service Billing

Determiners

Revenues

$10.00

$15.00

50.05620
80.06720

W.07980
s0.08s20

s0.05620
$0.06520

s0.07810
80.08710

4,175,628

3,442
762,703,189

503,607,184

518,920,086
16,585,028

929,496,499

367,506,796

177,513,099
4,632,713

Large General Service (TE-LGS-13)
Basic Service Charge Per Month
Demand Charge Per kW
Summer kph
Winter kph

$775.00

$1525

s0.01920
s0.01340

12

625
T7,430
a4,s81

$9,300

s9,531
$1,487
$1,133

Residential Service (TE-R-01)

Basic Service Charge Single Phase Per Mo.

Basic Sewicc Charge Three Phase Per Mo.
Sum First500 kph

Sum 501~1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph

Win First500 kph

win 50]-I ,000 kwlh
Win 1,001-3,500 kph

Win>3,500 kph

Miscellaneous Revenue
Subtotal Delivery Revenue

$41,756,280
551,624

$42,863,919

$33,842,403
$41,409,823

$1,462,799

$52,237,703
$23,961,443

$13,863,773

s403,509
(455521

52511807,725 Subtotal Delivery Rsveauc $21,451

Base Power Summer kph
Base Power Winter kph

PPFAC Revenue

Subtotal Fuel Revenue

$0.035111

s0,031532

so003 s92

1,801,815,486

1,479,149,108

3,280,964,594

563,263,544

46,640,530

12,770,,210

$122,674,283

Base Power Summer kph

Base Power W imp kph
PPFAC Revenue

Subtotal Fuel Revenue

50.03511 x

$0.031532

$0.003892

77,430

a4,ss1

162,011

52,719
2 ,667
63 x

ss,o16

o. 8565%

01770%

s0.000z50
30.013000

S0_00l916

0.8565%

0.2770%

50.000250

$0.013000

$0.w1916

Surcharges

LFCR
LFCR

E C A
REST
D S M

Subtotal Surchuges:

$3,207,438
$1,037,315

$820,241
$42,652,540
$6,286,322

854,003,863

Surcharges

LFCR

L F CR

ECA
REST
D S M

Subtotal Surcharges:

$235
S76

S41
$2,106

$310
$2,768

Tomi Estimated Revenues:

Average S per kwh: I
s/1zs,4xs,s11

smxsos
Total EstinnmdRevenues:
Average S perkwh:

$30,236
s0.1866

D945 Sources:

L Schedule H-5, Page 1, Bill Count

2. 2015 TEP Revenue Proof~ Public

I I I
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Exhibit KCH-22

TEP's  Responses  to Pa rtie s ' Da ta Reques ts
Re fe renced in TeS timony



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC THIRD SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
March 09, 2016

AECC 3.1

Please refer to 2015 TEP Schedule G .- COSS Competitively Sensitive Confidential, tabs Schedule
G-3 and Schedule G-4. Please explain why Large Power Service customers are allocated line
transfonners costs (Accounts 368 and 595) in TEP's COSS, although the LLP-90 tariff indicates
that, "The Customer will provide the entire distribution system (including transformers) from the
point of delivery to the load." Are LLP-90 customers otherwise credited for providing their own
transformers? Please explain.

RESPONSE:

Most OfTEP's LLP customers take service at voltage levels of 138,000 V and less. Since most of

the LLP customers were grandfathered onto these LLP rates before the referenced language was

added to the tariff, many of the existing customers are taking service at a variety of voltages. The

tariff is written to address new customers that will be connected directly to a 13,800 V or 46,000

V system. Therefore, since the class will have a blending of new and old customers, some level

of transformation is appropriately included in the rates for this class. As new customers are added

and the embedded costs depreciate, this piece will contribute less to the rates for the class as a

whole.

RES P ONDENT:

Brenda Pries

WITNE S S :

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

Exhibit KCH-22
Page 1 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas")

I I Ill



TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO AECC THIRD S ET OF
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
Ma rc h  09, 2016

AECC 3.2

Please  refer 2015 TEP Schedule  G - COSS Competitive ly Sens itive  Confidentia l, the  "Load Data"
ta b.

a.

b.

c.

Please explain why TEP is applying the same loss factors to LPS load as Residential load,
although, according to the LLP-90 tariff, LLP-90 is designated as Primary Service with a
delivery voltage of not less than 13,800 volts. Does TEP contend that the same level of
energy and demand losses (per kph and kw) are incurred to serve customers at 13,800
volts and residential service voltage? Please explain.

Please explain why TEP is applying the same loss factors to energy and demand. Does TEP
contend that energy and demand line loss percentages are the same? Please explain.

Please provide the line loss study that is the source of the Distribution loss factor of7.14%
and the Transmission loss factor of 5.62%.

d. Does TEP's line loss study indicate the loss factor(s) attributable to the Primary voltage
distribution system? If so, please provide the Primary voltage energy and demand loss
factors.

RES P ONS E :

a .

b.-d.

The current "grandfathered" customers receive service at a variety of voltages including
secondary voltage. The current tariff language applies to any added load and requires that
the customer be served at primary voltage. Nearly all of TEP's LPS customers were on die
TEP system prior to the referenced language being included in the tariff. Therefore, the
Company has applied its Distribution loss factor to the LPS Class

The dev elopment  of  the f actors used in th i s case are explained in the f i l e
LineLossMethodSummary.docx filed in support to Schedules G&H (see UDR 1.00l). The
current study did not provide different factors for energy and demand. The file 2015 TEP
Line__Loss__Summary Confidential.xlsx (see UDR l.001), which provides the details of the
study completed, was provided under the proper confidentiality agreements. The filed
study considers transmission losses at 345 kV and distribution at TEP's 138 kV system.

RE S P ONDE NT:

Brenda Pries

WITNE S S :

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

Exhibit KCH-22
Page 2 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNSGas,Ire. ("UNS Gas")

\ll al



The Company had not intended to exclude Metering and Service cost from the Large General
Service class. The results for this correction are shown below. The Company will be filing a new
Schedule G with this correction.

Please refer to 20 I5 TEP Schedule G - COSS Competitively Sensitive Confidential, tabs Schedule
G~3 and Schedule G-4. Please explain why Large General Service customers are not allocated any
Meters or Services costs (Accounts 369, 370, 586, 587, and 597).

RES P ONS E:

AECC 3.3

manor *gg.l*nAre "fu

il°$!§!7'W~ Mr RATE
l\£'l'Ulll Ar nuzsuur fAns

***°.J'°*'M9l L

l»~= or :swan on num IAsi*"

ozscmmou

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC THIRD SET OF
DATA REQUESTS REGARDING THE 2015 TEP R.ATE CASE

DOCKET no. E-01933A-15-0322
March 09, 2016

332% ~1.soss
ORIGINAL GUST

$ll6,Z1l;7£3

$116,Z11,763 ($17,9as.sezx

row.

s.szss E

RATQMH. w.
I$li»82B.4431@ $a4.¢\¢2.ws

i

I

nesnosunu.
senvucs
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2

GENERAL

SERWCE
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mass GENIIIAI.

szavscz

Suaetiso

$1o.94s,sos

4.6194 ....

4.5288

5 lARGe loweR
szavtce

$ao.4zs.sse
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t
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>
5
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i.

g
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ueumc
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RES P ONDENT:

Brenda  Pries

WITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

Exhibit KCH-22
Page 3 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas")
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TUCSCN ELECTRIC POWER COMPANY'S RESPONSE TO AECC THIRD SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
March 09, 2016

AECC 3.4

Please refer to the Direct Testimony of Craig Jones, page 21, lines 26-27, which states, "For
distribution plant costs found in FERC Account Nos. 364 - 374 either all or a portion of the costs
are customer related because they are caused by customers." Please explain why TEP's CCOSS,
2015 TEP Schedule G - COSS Competitively Sensitive Confidential, hasallocatedthe entirety of
Accounts 364 through 368 to customer classes based on NCP, despite classifying a portion of these
accounts as customer-related. That is, please explain why TEP believes it is appropriate to allocate
the customer-related portions of these accounts based on NCP rather than the number of customers .

RESPONSE:

After review of this question, the Company agrees with this change and would like to extend its

review to identify all impacts. A new study with this change will be provided as soon as possible.

RE S P ONDE NT:

Brenda Pries

WITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

ExhibitKCH-22
Page 4 of 14

UniSouree Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric,Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas")



TUC S ON E LE CTRIC P O WE R CO MP ANY' S  S UP P LE ME NTAL RE S P O NS E  TO  AE CC
S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DO CKET n o .  E -01933A-15-0-22
Ma y 9, 2016

AECC 7.1

Please refer to TEP's response to AECC Data Request 4.04.

a. Does the TEP Marginal Cost Study 10-30-2015 Competitively Sensitive Confidential.xlsx
file constitute the Minimum System Study that was used to derive the customer-related
percentages on die "Cust%" tab of the 2015 TEP Schedule G - COSS Competitively
Sensitive Confidential file?

b.

c.

If the answer to part (a) is aff irmative, please provide a workpaper in Excel format
demonstrating how these customer-related percentages are derived from data in the TEP
Marginal Cost Study 10-30-2015 Competitively Sensitive Confidential.xlsx file.

If the answer to part (a) is negative, please provide the Minimum System Study, including
all related workpapers in Excel format, and provide the derivation of the customer-related
percentages from data in the Minimum System Study in Excel format.

RES P O NS E: Ap ril 4, 2016

a.

b . R E VIS E D:  THE  F ILE  LIS TE D B E LO W C O NTAINS  C O MP E TITIVE LY-
S E NS ITIVE  C O NF IDE NTIAL INF O R MATIO N THAT IS  O NLY B E ING
P RO VIDE D TO  THE  RE Q UE S TING  P ARTY P URS UANT TO  THE  TE RMS  O F
T HE  P R O T E C T IVE  AG R E E ME NT .

Yes

REVIS ED TO LABEL FILE COMP ETITIVELY S ENS ITIVE CONFIDENTIAL:

Nos . TEP \021433-021452.

c. N/A

RESPGNDENT:

Brenda Pries (a,c) / Edwin Overcast (b)

WITNESS:

Edwin Overcast

RESPONSE:

b.

May 9, 2016

Please see AECC 7.1 TEP Min System Study v3 10-21-2015 without HW.xlsx for a non-
confidential version of the provided file in Excel format. The proprietary information of
Black & Veatch has been eliminated in this version. The Excel file is not identified by
Bates numbers.

RESPONDENT:

Brenda Pries (a,c) / Edwin Overcast (b)

WITNESS:

Edwin Overcast

4

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

Exhibit KCI-I-22
Page 5 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas")



Tucson Electric Power

Minimum System Study (Oct2015)

Summary

Row

No.

FERC

N c
A

Description

B

Count

c

Installed Cost

D

Weighted HW

Index

E

2015 Cost

F

Mlnlmum Unit

Cost

G

Minimum

System COSt

H

Customer

Ratio

I

78,094

30,010,103
$

s

129,782,729

180,425,882

z.os
z.4s

s

$

266,620,563
444,194,749

$2,172.59 s

$3.00 s

169,666,243

90,009,711

63.64%

20.26%

100.00%

40.84%

24.08%

1

2

3

4

S

364

365

366

367

368

Poles, Towers & Fixtures

Qverhead Conductors & Devices

Underground Conduit

Underground Conductors & Devices

LlneTransformers

37,435,254

83,198
s
s

302,831,236

263,885,332

2.30 s

3.34 $

697,504,479

880,186,632

s1.s1

$2,547.89
s
s

284,871,651

211,979,352

Exhibit KCH-22
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Rate
Schedule

Bills with
Primary

Discounts
Gs11
GS37

GS39

GS76

LGS13

LG$85

30

24

37
12

309

36

Tota I 448

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC EIGHTH SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 12, 2016

AECC 8.4

For each of the six customer classes in TEP's class cost of service study, please provide the
following information, in Excel format. Please estimate if necessary.

b.

c.

a. The number of customers served at secondary, primary, and 138 kV voltage, based on
adj used test year billing determinants.

The kph sales at meter delivered at secondary, primary, and 138 kV voltage, based on
adjusted test year billing determinants.

For demand-billed classes, the adjusted test year kW billing determinants served at
secondary, primary, and 138 kV voltage.

The average test year CP demand at meter served at secondary, primary, and 138 kV
voltage.

e. The test year INCP demand at meter served at secondary, primary, and 138 kV voltage.

RESPONSE:

a.

d.

The table below are the number of bills by rate schedule who received a primary discount
in the test period. Only one customer has dedicated service at 138 kg.

b-e. The Company currently does not bill customers differently based on voltage and therefore
does not have billing determinants or load research available as requested for the number
of bills listed above or for any rate class other than the 138 rate proposed in this filing. The
data request for the proposed 138 kV customer is currently presented in the Company class
cost of service study and revenue proof.

RES P ONDENT :

Brenda  P ries

W ITNE S S :

Cra ig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

ExhibitKCH-22
Page 7 of 14

UniSource Energy Services ('°UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC FIFTEENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
May 03, 2016

AECC 15.2

TEP's response to AECC Data Request 8.4 (a) was non-responsive. The question asked for the
number of customers served at secondary, primary, and 138 kV voltage, based on adjusted test
year billing determinants, for each of the six customer classes in TEP's class cost of service study.
Instead, TEP provided the number of bills by rate schedule who received a primary discount in the
test period. TEP provided no information regarding the service voltage of customers in the LPS
(non-138 kg) class. Please provide the number of LPS (non-138 kg) customers served at
secondary and primary voltage, based on adjusted test year billing determinants.

RESPONSE:

The Company believes the response provided to AECC Data Request 8.4 (a) was responsive. Only
classes with customers large enough to utilize primary metering economically contain provisions
allowing for a primary metering discount. The number of customers receiving that discount would
represent the number of customers served with primary meters. Craig Jone's Direct Testimony
indicated only one customer was served at the 138 kV level; therefore, all other customers were
served at the secondary level. AECC is correct that the Company inadvertently left the LPS class
off of the list. It was still being researched at the time the response was provided and was
overlooked when the response went out.

For the 18 LPS customers during the test year, 9 customers were served at the primary level and 8
are served at the secondary level, with one additional customer being served at both the primary
and secondary level.

RESPONDENT:

Brenda Pries

WITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

Exhibit KCH-22
Page 8 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO AECC FIFTEENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0-22
Ma y 03, 2016

AECC 15.4

Follow up to TEP's response to AECC Data Request 8.5. Please confirm that only one LPS-TOU
customer provides its own transformer in the test year.

RESPONSE:

Since the submission of the response to AECC 8.5 (which inadvertently omitted a statement stating
the LPS class would require more time), the Company completed additional research for the LPS
rate class and identified a total of 12 of the 18 LPS customers that own their transformers (one of
the 18 is a non-TOU LPS customer being served with a customer owned transformer). Two of
those 12 are being served by both customer owned transformers and Company-owned
transformers. Including the 2 LPS-TOU customers that are being served by both Company and
customer owned transformers, 8 of 18 LPS customers were served from Company owned
transformers during the test year.

RES P ONDENT:

Brenda Pries

WITNES S :

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

ExhibitKCH-22
Page 9 of 14

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC SIXTEENTH SET
» OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
April __, 2016

AECC 16.3

Alte ra tive  Ge ne ra tion S e rvice  Expe rime nta l Ride r.

a .

b.

c.

d.

e.

How did TEP determine that 30 MW should be the appropriate maximum participation
level if the program is adopted?

Please provide any analysis that TEP has performed in support of the Company's proposed
management fee of $.0040/kWh.

In reaching the decision to purchase a 75% interest in the Gila River Power Plant Unit 3,
did TEP consider the extent to which the amount of the Gila River capacity that was
purchased could have been reduced by adoption of the Alternative Generation Service
Experimental Rider or similar program? If yes, please provide copies of the analysis or
studies. If not, please explain why TEP did not consider reducing the amount of capacity
purchased by implementing the Alternative Generation Service Experimental Rider or
similar program.

In reaching the decision to purchase a 49.5% interest in Springerville Unit 1, did TEP
consider the extent to which the amount of the Springervilie 1 capacity that was purchased
could have been reduced by adoption of the Alternative Generation Service Experimental
Rider or similar program? If yes, please provide copies of the analysis or studies. If not,
please explain why TEP did not consider reducing the amount of capacity purchased by
implementing the Alternative Generation Service Experimental Rider or similar program.

In reaching the decisions to add $103 million in investments in utility-scale solar generation
since 2012, as reported on p. 26 in the direct testimony of David G. Hutchens, did TEP
consider the extent to which the amount of the incremental solar capacity that was acquired
could have been reduced by adoption of the Alternative Generation Service Experimental
Rider or similar program? If yes, please provide copies of the analysis or studies. If not,
please explain why TEP did not consider reducing the amount of capacity added by
implementing the Alternative Generation Service Experimental Rider or similar program.

RES P ONS E :

a .

b.

c.

Based on the size of TEP's system and the risks associated with such an offering, as shown
by APS's estimated loss of $16.8 million between November 2012 and May 2015 for their
AG-l program, the Company believed 30 MW is sufficient capacity to offer in a 4 year
pilot.

TEP used the management fee for the APS AG-1 program as a starting point and made
necessary adjustments. Because APS experienced net losses of approximately $16.8
million between November 2012 through May 2015 for their AG-1 program, TEP felt the
management fee needed to be greater than APS's to help cover costs associated with the
program.

No, As shown in the 2014 IP, even with the planned acquisitions of both the 75% interest
in Gila River Unit 3 and the 49.5% interest in Springerville Unit l as well as the build out
of utility scale generation resources, TEP was still short 200 MW in peaking capacity in
2015 growing to a deficit of 570 MW in 2018 with the retirement of San Juan Unit 2. In
future IP planning cycles, the Company would factor in any approved Alternative

ArizOna Corporation Commission ("Commission")
Fortis Inc. ("Fortis") '
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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Generation Service Riders based on the firm capacity commitments within these approved
tariff structures as part of its future resource plans.

d. See the response to AECC 16.3 c above.

e. See the response to AECC 16.3 c above.

RESPONDENT:

Craig Jones

WITNESS:

Craig Jones
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c.

d.

AECC 21.1

Mobile Home Park Electric Service - GS-11F.

a. Please define "new customers" as used in this rate schedule.

b. Please explain the rationale for not allowing new customers to take service under this rate
schedule.

Assume that an existing master-metered mobile home park has been operating for ten years
and takes service under the LGS-13 rate schedule. If this customer seeks to switch to the
GS-1 IF rate schedule, would it be considered a "new customer" for purposes of the GS-
1 IF rate schedule?

In determining the rate design and availability criteria for GS-11F, did TBP take into
account the statutory requirement that master-metered mobile home parks must not charge
their residents more than the utility's prevailing rates for basic single family residential
service (Arizona Revised Statutes 33-l413.0l)'7 If the answer is "yes",please provide any
analysis that TEP conducted that took this statutory requirement into account when
designing the GS-1 IF rate and determining its availability criteria. If the answer is "no"
please explain why TEP did not take this statutory requirement into account.

In light of the statutory requirement that master-metered mobile home parks must not
charge their residents more than the utility's prevailing rates for basic single family
residential service, does TEP agree that it would be reasonable to offer a rate schedule
designed specifically for customers subject to this statutory requirement? If yes, does TEP
agree that it would be reasonable to remove the availability restriction on service to new
customers? If TEP responds "no" to either of these questions, please explain the basis for
TEP's disagreement.

e.

a.

RESPONSE:

The reference GS-11F has been replaced by the GS-M tariff. This tariff does not include a
reference to "new customers". The tariff would not be made available to "new facilities".
Any existing master metering facility would still be able to receive service under this tariff
for their existing facilities.

Per the following AZ Administrative Code, R14-2-205, the Company wants to avoid
master metered circumstances in the future.

b.

R14-2-205. Master Metering

A. Mobile home parks -- new construction/expansion

1. A util ity shall refuse serv ice to all new construction or
expansion of existing permanent residential mobile home
parks unless the construction or expansion is individually
metered by the ut i l i ty.  Line ex tensions and serv ice
connections to serve such expansion shall be governed by
the line extension and serv ice connection tarif f  of  the
appropriate utility.

Permanent residential mobile home parks for the purpose of
this rule shall mean mobile home parks where, in the opinion
of the utility, the average length of stay for an occupant is a
minimum of six months.

2.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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For the purpose of this rule, expansion means the acquisition
of additional real property for permanent residential spaces
in excess of that existing at the effective date of this rule.

Residential apartment complexes, condominiums, and other
muitiunit residential buildings

1. Master metering shall not be allowed for new construction
of apartment complexes and condominiums unless the
building or buildings will be served by a centralized heating,
ventilation or air conditioning system and the contractor can
provide to the utility an analysis demonstrating that the
central unit will result in a favorable cost/benefit
relationship.

3.

c.

d,

Ye s .

e.

The master-metered mobile home park is the Company's customer since they are the entity
the Company provides the bill to. The referenced statute is the responsibility of the master-
metering customer, if they choose to bill the tenants of the mobile home park as sub-
metered tenants. The amount billed to each tenant is the responsibility of the mobile home
park, and, as such, must meet the requirements of the statute. The Company has no control
over what the tenant receives as a bill; therefore, the referenced statute is not considered in
the calculation of the rates charged to the non-residential customer. The rate being charged
to the mobile home park is designed consistent with other non-residential customers of its
size and service type.

The answer to the first question in this section is no. The Company does offer a residential
rate to its customers. It is the mobile home park that chooses to sub-meter and must
therefore abide by the statute. The restriction to "new facilities" is designed to be in
compliance with the statute referenced in section b above.

RES P ONDENT:

Craig Jones

WITNES S :

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")
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STF 20.11

Cost of Service: Follow-up to UDR 1.085 - Average and Excess Demand ("AED") is defined
using individual class NCP less average demand. On sheet AvgEx&4CP of 2015 TEP Schedule
G - COSS Competitively Sensitive Confidential.xlsx row 21 shows the class 4 CP, row 25 shows
the CP Allocator and row 23 shows the AED/4CP allocator. Rows 23 and 25 appear to be
identical as confirmed on row 27.

a.

b.

c.

d.

e.

Where are the class NCP used on this sheet?

Where are the class NCP used in the development of the AED&4CP allocator?

If there is an average demand component to AED then why is cell G23 equal to zero?

If there is an average component within AED then why does the Lighting class receive no
allocation of fuel inventory on Schedules G-l and G-2?

Please provide a calculation of the DPROD allocator using AED-NCP and the resulting
Schedule G.

f. Please explain if the email dated October 13, 2015 provided in the UNSE case is still
appropriate for the above situation.

RESPONSE :

a.-c. As explained in the referenced e-mail, the AED theory would typically use NCP to allocate
excess and the Company used CP, therefore NCP is not shown in the tab AvgEx&4CP in
the cost of service study. And as expressed in the e-mail, you are correct that if you use a
pea to calculate excess demand and calculate the load factor on that peak the study
produces the same outcome as the peak methodology.

Please see TEP's supplemental response to UDR 1.001 dated May 19, 2016.

For the most part, with the further changes incorporated in this response.

d.-e

f.

RESPONDENT :

Brenda Pries

WITNESS :

Craig Jones
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l SURREBUTTAL TESTIMONY OF KEVIN c. HIGGINS

2 INTRODUCTION

3 Q. Please state your name and business address.

4 A. Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City,Utah,

5 84111.

6 Q. By whom are you employed and in what capacity?

7 A, I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies

8 is a private consulting firm specializing in economic and policy analysis

9 applicable to energy production, transportation, and consumption.

10 Q. Are you the same Kevin C. Higgins who pre-iiled direct revenue requirement

1 ] testimony in this case on behalf of Freeport Minerals Corporation and

12 Arizonans for Electric Choice and Competition (uAEcc»)l as well as direct

13 cost of service/rate design testimony on behalf of AECC and Noble Americas

14 Energy Solutions ("Noble Solutions")?

15 A. Yes, I am.

16 Q. What is the purpose of your Surrebuttal Testimony?

17 A. First, my Surrebuttal Testimony presents my recommendation in support

18 of approval of the Settlement Agreement Regarding Revenue Requirement

19 submitted by parties to the case and signed by AECC, Freeport Minerals

20 Corporation, and Noble Solutions.

1 Hence-:forth in this testimony, unless otherwise specified, Freeport Minerals Corporation and AECC
collectively will be referred to as "AECC."

REDACTED - HIGGINS / 1



1 Second, in response to the issues raised by the Commission in a recent

2 open meeting, as well as issues raised by parties to this case, Shave prepared an

3 alternative buy-through proposal for the Commission's consideration.

4 Third, my Surrebuttal Testimony presents my updated revenue allocation

5 recommendations that are calibrated to the Settlement Agreement Regarding

6 Revenue Requirement.

7 Fourth, my Surrebutta l Testimony responds to the  Rebutta l Testimonies of

8 Tucson Electric Power ("TEP") witnesses Cra ig A. Jones and Ramondo J . Robby

9 on the topics of cost of service, rate design (including unbundled rates), the

10 mobile  home park ra te  schedule , the  Lost Fixed Cost Recovery mechanism

1 1 ("LFCR"), and the Purchased Power and Fuel Adjustment Clause ("PPFAC").

12

13

Fifth, my testimony responds to the recommendation of SWEEP witness

Jeff Schlegel to recover $23 million of energy efficiency costs in base rates.

14

15 SUMMARY

16 Q. What are the primary conclusions and recommendations presented in your

17

18 A.

Surrebuttal Testimony?

I offer the following primary conclusions and recommendations'

19 (1) I recommend that the Commission approve the Settlement Agreement

20 Regarding Revenue Requirement ("Partial Settlement Agreement") that has been

21 submitted in this case.

22

23

(2) I am offering two buy-through options for the Commission's

consideration. In my opinion, adoption of either program would be reasonable.

REDACTED - HIGGINS  /2



I

2

(a) The first buy-through option is described in my Direct Testimony.

This option adopts some of the features of the buy-through program presented by

3 TEP in its direct filing, but modifies other features to make the program open to a

4

5

6

7

wider variety of customers, incorporating changes to program scale, eligibility,

pricing, terms of return to standard generation service, and the mechanics of fixed

generation cost recovery. A distinctive feature of this option is to absorb TEP's

revenue deficiency ascribed to the loss of fixed generation revenues from buy-

8

9

through customers by applying the first $7.5 million of any revenue requirement

reduction apportioned to the classes eligible for the buy-through program towards

10 this purpose.

11 (b) The second buy-through option, described later in this testimony,

12 is a five-year opt-out buy-through, similar to a program that has been

13

14

15

16

17

implemented in the Portland General Electric ("PGE") service territory in Oregon.

This proposal would require participating customers to pay a transition adjustment

associated with their buy-through loads for a five-year transition period, after

which the participating customers would continue to receive buy-through service

with no further generation charge obligations to TEP, with the sole exception of

18 unbundled fixed must-run genera tion charges. Under this  program design, the

19 burden of paying for fixed genera tion charges fa lls  entire ly on program

20 participants, but in exchange, the participants are able to transition to 100%

21 market pricing using the buy~through construct after five years.

22 (3) I recommend tha t the  Commission adopt e ithe r of the  ra te  spread

23 proposa ls  I pre sent in Tables  KCH-S R-1 or KCH-S R-2 in this  S urrebutta l

24 Testimony, depending on the Commission's determination regarding the buy-

R EDAC TED - HIGGINS  / 3



1

2

3

through options I am proposing. My recommendations are more cost-based than

either Staff or TEP, yet retain a significant residential subsidy, consistent with the

principle of gradualism.

4 (4) The most reasonable basis for allocating costs in this case is the cost-

5 of-service analysis 1 presented in my Direct Testimony, calibrated for the Partial

6 Settlement Agreement. TEP's rebuttal cost-of-service study incorporates a

7 number of the corrections I presented in my Direct Testimony, but TEP still

8 improperly allocates distribution transformer costs to the LPS class and TEP still

9 uses an incorrect measure of system load factor in its use of the Average and

10 Excess Demand ("AED") method to allocate generation and transmission costs.

11

12

TEP has also migrated, without explanation, to an AED method that uses non-

coincident peak ("NCP") to allocate excess demand. However, this migration

13 was unnecessary as TEP couldhave continued to use the CP AED method by

14 incorporating a minor adjustment to ensure that excess demand for any class is

15 not allowed to be less than zero.

16 (5) I recommend tha t TEP 's  rebutta l proposa l to increase  the  basic

17 service  charge  to $10,000 per month for LPS-TOU and $15,000 per month for

18

19

20

21

22

High Voltage (l38kV) be rejected, as the proposal is based on an erroneous

foundation. Instead, I recommend that TEP's direct proposal to set the basic

service charge at $2,000 per month for LPS-TOU and $3,000 per month for High

Voltage be approved. I also recommend that TEP be ordered to correct the

depiction of classified and functionalized unit costs in its class cost-of-service

23 study in its next rate case in order to establish an accurate basis for rate design.

REDACTED - HIGGINS / 4



I (6) I recommend that the Commission adopt the unbundled rates for the

2

3

LGS, LPS, and High Voltage rate schedules presented in Exhibit KCH-SR-l .

These rates were developed using my recommended rate spread in table KCH-

4 SR-2, which comports to the Partial Settlement Agreement revenue requirement.

5 If the  Commission approves a  ra te  spread tha t diffe rs from my recommendation in

6 'Fable KCH~SR-2, I recommend that the unbundled rates be calibrated from the

7 rates I present in Exhibit KCH-SR-1, scaled to achieve the approved class revenue

8 target.

9

1 0

(7) Currently, there are a handful of master-metered mobile home parks

that are on the LGS rate schedule ._ a rate schedule with a significant demand

11 charge and a 75% demand ratchet. This rate schedule is ill-suited for these

1 2

13

customers because they are statutorily required to charge their residents TEP's

residential rate - and the LGS rate design is a poor fit for customers with a

14 residential load profile. These customers should be permitted to migrate to the

1 5 Mobile  Home Park ra te  schedule .

16 (8) TEP 's  proposa l to cut off froze n S e nior Life line  a nd Me dica l Life line

17 discounts to residents of master-metered mobile home parks should be rejected.

18 (9) TEP 's  proposed changes to the  LFCR mechanism should be  re jected.

19 I also recommend that LGS customers be exempted from this charge going

20 forward.

21 (10) The  current P P FAC is  s tructured to flow-through 100% of a ll

22

23

24

deviations in fuel and purchased power costs to customers. This type of 100%

cost pass-through seriously reduces a utility's incentive to manage its fuel and

purchased power costs as well as it would manage them if it remained exposed to

REDACTED - HIGGINS / 5



l the energy cost risk. In my opinion, a risk-sharing mechanism is essential to keep

2

3

customer and Company interests aligned. Consequently, I recommend adoption

of a 70/30 risk-sharing mechanism in the PPFAC.

4 (11) The PPFAC Plan of Administration was changed in the last general

5

6

7

8

rate case to shift the profits realized from new long-tenn contracts to the benefit

of TEP shareholders instead of customers. This change should be reversed going

forward. Instead, all revenues from wholesale sales, irrespective of term, should

be credited against fuel and purchased power costs and included in the PPFAC,

9 unless such sales are allocated a share of system costs.

10 (12) The proposal by SWEEP witness Jeff Schlegel to include $23 million

11

12

13

of energy efficiency program costs in base rates should not be adopted. The

shifting of costs from the DSM Surcharge into base rates would result in a loss of

transparency regarding the cost of the Company's energy efficiency programs.

14 This  information should not be  hidden from customers.

15

16 SETTLEMENT AGREEMENT REGARDING REVENUE REQUIREMENT

17 Q. Did you prepare Direct Testimony on the subject of revenue requirement in

18

19 A.

this proceeding?

Yes, I did. In my Direct Testimony on the subject of revenue requirement,

20 I recommended that TEP's revenue requirement be reduced by $48.6 million

2] relative to TEP's direct case.

22 Q- Arc you familiar with the Settlement Agreement Regarding Revenue

23 Requirement ("Partial Settlement Agreement") that has been filed in this

24 proceeding?
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1 A. Yes, I am. I participated in the negotiations that resulted in the Partial

2 Settlement Agreement. AECC, Freeport Minera ls  Corpora tion, and Noble

3 Solutions are among the signatories to the agreement.

4 Q. Do you recommend Commission approval of the Partial Settlement

5 Agreement?

6 A. Yes , I do. The  Partia l Se ttlement Agreement reduces TEP 's  non-fue l

7

8

9

revenue requirement increase by $28 million relative to the Company's direct

case and reduces the base cost of fuel by another $14.8 million, for a total

reduction relative to TEP's direct case of $42.8 million. The Partial Settlement

10 Agreement adopts a number of the recommended revenue requirement

11 adjustments proposed by AECC, Staff, RUCO, and the Sierra Club. I believe the

12 Partial Settlement Agreement represents a fair compromise on a specific set of

13 issues and tha t approval of the  agreement is  in the  public interest. However, as

1 4 noted in Section 6.3 of the agreement, there are many important issues in this case

1 5

1 6

that the Partial Settlement Agreement does not propose to resolve, including rate

spread (i.e., class revenue allocation), approval of a buy-through tariff, design of

1 7 the  Purchased Power and Fue l Adjustment Charge  ("PPFAC"), the  Lost Fixed

1 8 Cost Recove ry ("LFCR") mechanism, cost a lloca tion, and ra te  des ign. I will

19 address each of these topics in my Surrebuttal Testimony.

20

21 BUY-THROUGH TARIFF

22 Q. In your Direct Testimony you supported adoption of a buy-through program

23 and recommended a number of changes to the straw proposal that TEP

REDACTED - HIGGINS / 7



1 presented in its direct filing. Do you still advocate for adoption of the buy-

2

3 A.

through proposal presented in your Direct Testimony?

Yes, I do. While I believe it would be preferable to allow Arizona

4 customers full access to the electric power marketplace to take advantage of the

5 benefits of competition as intended by the Arizona Legislature, a buy-through

6 .program represents a compromise that provides customers the opportunity to

7 engage in market transactions and potentially reduce their energy costs, consistent

8 with state policy, but without implementing full direct access service. A

9

10

11

successful buy-through program will enhance the economic development climate

of the TEP service territory and of the state generally.

The buy-through program as recommended in my Direct Testimony

12 adopts some of the features of the buy-through program presented by TEP, but

13 modifies other features to make the program open to a wider variety of customers.

14

15

My proposal incorporates changes to program scale, eligibility, pricing, terms of

return to standard generation service, and the mechanics of fixed generation cost

16 recovery. It also clarifies the program term.

17 A distinctive feature of the proposal in my Direct Testimony is to absorb

18 TEP's revenue deficiency ascribed to the loss of fixed generation revenues from

1 9 buy-through customers by applying the first $7,550,207 of any revenue

20 requirement reduction apportioned to the classes eligible for the buy-through

21

22

program towards this purpose. As I discuss later in this Surrebuttal Testimony, I

have reduced this amount to $7,470,705 to correspond to the Partial Settlement

23 Agreement revenue requirement. Consistent with my proposal, both TEP and the

24 customer classes not eligible to participate in the buy-through program would be
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1

2

3

held harmless from adoption of the buy-through provision. I continue to believe

this is a reasonable approach to initiating a buy-through program. Over time, as

TEP is able to account for the role of buy-through load in reducing the

4 Company's need for generation resources in its integrated resource planning

5

6

7

process, and if the program were to remain in place for an extended period, the

basis for ascribing any loss of fixed generation revenues to buy-through

customers would diminish and eventually disappear.

8 Q. Are you aware of the Commission's deliberations on the buy-through

9 program that you proposed on behalf of AECC and Noble Solutions in the

10 UNS Elec tric  genera l ra te  cas e?

A. Yes, I am. I have reviewed the webcast of the Commission's discussion

12 of this  issue  in its  Open Meeting of August 10, 2016.

13 Q~ Do you have any additional recommendations in this proceeding in response

14 to the issues raised in the Commission open meeting?

15 A, Yes. In response to the issues raised and comments made in the

16 Commission Open Meeting I have  prepared an a lte rna tive  buy-through proposa l

17 for the  Commission's  conside ra tion. While  I be lieve  the  buy-through proposa l

18 detailed in my Direct Testimony is reasonable, I also believe the alternative

19 proposal, which I characterize as a "five-year opt-out buy-through" also is a

20 reasonable alternative, and would be a valuable means to enhance the economic

21 development of the  S ta te  if adopted.

22 Q. Please describe your alternative buy-through proposal and why you

23 characterize it as a five-year opt-out buy-through.
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l A.

2

My alternative buy-through proposal would require participating

customers to pay a transition adjustment associated with their buy-through loads

3

4

5

for a five-year transition period, after which the participating customers would

continue to receive buy-through service with no further generation charge

obligations to TEP, with the sole exception of unbundled fixed must-run

6 generation charges. Under this program design, the burden of paying for both

7 market~based energy supply and fixed generation charges falls entirely on

8

9

10

1 1

program participants, but in exchange, the participants are able to transition to

100% market pricing using the buy-through construct after five years. This would

allow TEP to consider these load reductions in their long-term planning and allow

remaining system load growth to help offset some perceived revenue losses raised

12

13

14

by the Company. Critically, this program would not be a limited-term pilot, but

would necessarily be a permanent program, otherwise it would be pointless for

customers to pay the five-year transition charges and bear the risks associated

15 with market pricing.

16

17

The main drawback to this program design is that there may be few, if

any, power cost savings to the participating customer for the five-year transition

18

19

period. This could discourage participation and would not provide the near-term

rate relief that business customers in TEP's high-priced service territory may

20 need. But on the other hand, (i) it would allow customers that are seeking a long-

21

22

23

24

term migration to market pricing to reach that objective and (ii) could provide

significant savings to Arizona job providers over the long run. This alternative

program also addresses concerns that have been raised by opponents of my first

proposal regarding the funding of Hied generation costs by placing the
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I responsibility for these costs entirely on the participants - even though the

2 participants would not be using TEP's generation assets for their power supply,

3 but instead acquiring it in the market.

4 Q_ Are you familiar with any similar live-year opt-out programs?

5 A, Yes. Portland Genera l Electric ("PGE") in Oregon has  a  five -yea r opt-out

6 program tha t uses this basic construct. One difference  is  tha t the  PGE program is

7 not a buy-through program, but provides direct access. However, the same basic

8

9

parameters can be applied to a buy-through program.

The PGE Eve-year opt-out program has been in place since 2003. It is

1 0

l l

available to customers with demands of 200 kW that can aggregate up to at least 1

Mea? It is limited to a total participation cap of 300 MWa, but is not fully

1 2 subscribed at this time. Participating customers are subject to a transition charge

13

1 4

1 5

1 6

that requires the participant to pay the difference between the cost-of-service

generation rate and the market price of power, where the market price of power is

projected for five years and shaped to reflect class seasonal and on-peak loads and

is adjusted (upward) for wheeling costs and line losses. The upshot is that the

1 7 opt-out customer continues to pay for PGE's fixed generation costs throughout

18 the five-year transition period as well as the difference between the cost-of-

19 service energy rate and the (adjusted) market price of power. The latter could be

20 a credit if the market price is greater than the cost-of-service energy rate.

2 1

22

23

Customers can elect to participate annually during a 30-day shopping

window. The reason for the shopping window is to allow market prices to be

"locked down" for purposes of the transition charge calculation.

'Note: I MWa corresponds to I average MW.
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1 PGE's five-year opt-out customers continue to pay for unbundled

2 distribution service, as applicable.

3 Q. Why is the recovery of fixed generation charges limited to a five-year period?

4 A. The opt-out program is intended to be a permanent, or long-term, exit

5 from cost-of-service rates. By joining the program, the customer is giving the

6 utility notice that it need no longer to plan to provide generation service to this

7 customer. A five-year transition period gives the utility time to adjust its resource

8 planning to take account of the departed load.

9 Q- Can PGE opt-out customers ever return to cost-of-service rates?

10 A. Yes, but only after providing three-years' advance notice.

11 Q~ What is your specific proposal for a five-year buy-through opt-out program

12 fo r TEP ?

13 A. My proposed five~year opt-out program has the  following fea tures:

14 u The program would be open to any customer with an aggregated load

15 of 1,000 kW or greater using facilities that have a maximum billing

16 demand fla t leas t 200 kW over the  12 month pe riod prior to enrollment,

17 • Initially, program participation would be capped at 150 MWa, which is

18 comparable to the cap for the PGE program, given the relative size of the

19 two utilities? Over time, in conjunction with the Integrated Resource

20 Planning process, the cap would be increased to match projected load

21 growth and/or to offset the acquisition of new generation resources.

22 9 Participating customers would not pay for TEP's unbundled generation

23 charges (inclusive of fixed generation charges, base power supply charges,

3 PGE's load for larger non-residential customers is approximately twice the size oflTEP's.
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I the PPFAC," the Environmental Compliance Adjustor, and the Renewable

2 Energy Standard and Tariff ["REST"] Surcharge)5 but would be required

3 to pay a transition charge for five years. The transition charge would be

4

5

published prior to a 30-day enrollment period each year. For any vintage

enrollment period (e.g., 2017 -2021) the transition charge would be locked

6

7

in at the outset and would apply for the duration of the transition period.

At the conclusion of the transition period, participating customers would

8 have no further transition charge obligation to TEP.

9 4 The transition charge would require the participant to pay the

10

11

difference between the cost of service unbundled generation charges

(inclusive of base power supply charges, but exclusive of riders) and the

12 market price  of power, where  the  market price  of power and base  power

13

14

15

supply charges are projected for five years and shaped to reflect class

seasonal and on-peak loads and is adjusted (upward) for wheeling costs

and line losses. For the purpose of this calculation, the fixed generation

16 charge would be  based on the  unbundled generation ra tes in effect a t the

17 time  of enrollment.

18 • Participating customers would continue to pay TEP's unbundled

19 distribution and transmission charges, both throughout the transition

20 period and after the transition period is concluded.

21

22

Q Participating customers located within a TEP-transmission-constrained

area would also continue to pay TEP's unbundled fixed must-run

4 A one-year payment of the PPFAC true-up component would be appropriate.
5 Exemption from the REST surcharge would be appropriate because buy-through customers would not
receive the benefit of the generation procured from this surcharge.
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I generation costs, both throughout the transition period and after the

2

3

4

transition period is concluded. At the same time, the buy~through

customers paying this charge will be entitled to service from TEP's must-

run facilities at cost-based energy rates during periods of transmission

5 congestion.

6 • Opt-out customers could only return to cost-based rates with three-

7 years' advance notice.

8 Imbalance charges would apply when scheduled power deliveries do

9 not match actual loads.

10 Q. In the buy-through proposal that you described in your direct testimony you

1 1 included provisions for a 15% generation reserve charge and a management

1 2 fee of $0.002 per kph. Are you including either of those charges in your

13

14 A.

1 5

16

alternative live-year opt-out proposal?

Not in the same manner as I proposed for the buy-through program

described in my Direct Testimony. During the five-year transition period for the

opt-out proposal participating customers will be paying for 100% of TEP's fixed

17

18

generation charges, even though the participants would be acquiring their

generation product from another source. This large expense more than

19 compensates the Company for generation reserves and management fees that

20 othe rwise  would be  appropria te  for a  program without transition cha rges . At the

2 1 conclusion of the transition period, the reserve generation charge would be

22

23

unnecessary if the participant purchases firm power, although an imbalance

charge would be appropriate, as I discussed above. At the end of the transition
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I period, a small management fee of $0.002/kWh would be appropriate to

2 compensate TEP for providing the buy-through service.

3 Q. Does your proposal for assessment of a transition charge on five-year opt-out

4 customers constitute an acknowledgement that TEP is entitled to stranded

5

6 A.

cost recovery from shopping customers?

No, not at all. In Docket No. E-01933A-98-0471, et al., TEP was awarded

7

8

9

stranded cost recovery over an approximately nine-year period associated with the

implementation of direct access service for all customers. Accordingly, TEP's

stranded cost recovery was fully completed by December 31, 2008. My proposal

10

11

for a five-year transition charge is intended to forge a middle ground that would

allow a long-term buy-through program to move forward, while allowing TEP to

12 fully recover its revenue requirement in this proceeding without affecting any

13 non-participating customers. This compromise proposal is not intended to

14 concede any argument with respect to the termination of TEP's stranded cost

15 recovery pursuant to the Commission's order approving the amended settlement

16 agreement in Docket No. E-01933A-98-0471 .

17 Q- Please summarize your recommendations concerning the approval of a buy-

18 th ro u g h  p ro g ram fo r TEP .

IN A.

20

21

22

23

I am offering two buy-through options for the Commission's

consideration. In my opinion, adoption of either program would be reasonable.

The first option is described in my Direct Testimony. This option adopts

some of the features of the buy-through program presented by TEP, but modifies

other features to make the program open to a wider variety of customers,

24 incorporating changes to program scale, eligibility, pricing, terms of return to
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E

2

standard generation service, and the mechanics of fixed generation cost recovery.

A distinctive feature of this option is to absorb TEP's revenue deficiency ascribed

3

4

to the loss of fixed generation revenues from buy-through customers by applying

the first $7.5 million of any revenue requirement reduction apportioned to the

5 classes eligible for the buy-through program towards this purpose. Consistent

6 with my proposa l, both TEP and the  customer classes not e ligible  to participa te  in

7 the  buy-through program would be  he ld harmless from adoption of the  buy-

8 through provision.

9

10

11

12

13

14

The second option as described in this Surrebuttal Testimony is a five-year

opt-out buy-through, similar to a program that has been implemented in the PGE

service territory in Oregon. This proposal would require participating customers

to pay a transition adjustment associated with their buy-through loads for a tive-

year transition period, after which the participating customers would continue to

receive buy-through service with no further generation charge obligations to TEP,

15 with the sole exception of unbundled fixed must-run generation charges. Under

16 this  program design, the  burden of paying for fixed genera tion charges fa lls

17 entirely on program participants, but in exchange, the participants are able to

18

19

20

transition to 100% market pricing using the buy-through construct after five years.

This alternative program addresses concerns that have been raised by opponents

of my first proposal regarding the funding of fixed generation costs by placing the

21 responsibility for these costs entirely on the participants -- even though the

22 participants would not be using TEP's generation assets for their power supply,

23 but acquiring it in the market. It also addresses any concerns regarding the ability

24 of utilities to plan for a customer's departure. In addition, it is intended to be
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1 responsive to Commission requests during the August 9-1 l, 2016 Open Meeting

2 for additional competitive generation service programs they might consider.

3

4 REVENUE ALLOCATION

5 Q. Have you updated your recommended revenue allocation to reflect the

6 revenue requirement recommended in the Partial Settlement Agreement?

7 A. Ye s , Ihave. My recommended revenue a llocations are  presented in Table

8

9

10

11

KCH-S R-l a nd KCH-S R-2, be low. Ta ble  KCH-S R-l pre se nts  my re comme nde d

ra te  spread in combina tion with my initia l buy-through proposa l, i.e ., it includes

an a lloca tion of $7.5 million to fund the  buy-through program. Table  KCH-S R-2

presents my recommended ra te  spread in combination with my a lte rna tive  buy-

12 through proposa l, i.e ., there  is  no specia l a lloca tion in the  revenue  a lloca tion to

1 3

1 4

15

fund the  buy-through program because  it would be  funded from program

participants . This  ra te  spread would a lso apply if no buy-through program is

adopted .
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Current
Adjusted
Test Year

Sales
Revenue

AECC/Noble
Solutions
Proposed

Sales
RevenueCustomer Class

AECC/Noble
Solutions
Proposed
$ Change

AECC/Noble
Solutions
Proposed
% Change

(8)
18.2%
7.4%

-3.2%
~2.l%

(<=>
475,866,481
238,229,710
139,727,495
119,419,658

(d)
73,297,608
16,340,499
(4,640,621)
2,561,9151

(b)
402,568,874
221 ,889,211
144,368,117
121,981,574

23 .2%5,713,602 1 ,075,390

(a)
Residential
General Service
Large General Service
Total LPS (TOU & 138kV)

Large Power Service
High Voltage l38kv

Lighting 4,638,212
9.3%895,445,987 978,956,947

(7,470,705)
83,510,960
(7,470,705)

Sub-Total
Experimental Rider-14 Reserve

8.5%Total 76,040,254971,486,24189s,244§;987

AECC/Noble
Solutions
Proposed

Sales
Revenue

Current
Adjusted
Test Year

Sales
RevenueCustomer Class

AECC/Noble
Solutions
Proposed
$ Change

AECC/Noble
Solutions
Proposed
% Change

(b)
402,568,874
221,889,21 l

144,368,117 (¢)
18 .2%

7 .4%
-6.2%
-4.7%

(d)
73,297,608
16,340,499
(8,977,107)
5,696 135121,981,574 116,285,438

(0)
475,866,481
238,229,710
135,391,010

23.2%1,075,3905,713,6024,638,212

(a)
Residential
General Service
Large General Service
Total LPS (TOU & l 38kV)

Large Power Service
High Voltage 138kV

Lighting
8.5%Total 971,486,241895,445,987 76,040,254

1

2

3

4

5

Ta b le  KCH-S R-1

AECC / Noble Solutions Recommended Rate Spread
at Settlement Revenue Requirement

and Initial Buy-»Throu2I1 Option

6 Ta b le  KCH-S R-2

7

8

9

AECC / Noble Solutions Recommended Rate Spread
at Settlement Revenue Requirement

and Alternative Buy-Through Option

10 Q , Are your recommended revenue allocations consistent with the parameters

you proposed in your Direct Testimony?
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1 A Yes. I am recommending that the revenue requirements for both the LPS

2

3

4

5

and High-Voltage rate schedules be set at cost using my adjusted cost-of-service

analysis (as described in my Direct Testimony) calibrated for the revenue

requirement presented in the Partial Settlement Agreement and the updated class

load data included in TEP's rebuttal filing. I also recommend reducing the GS

6 and LGS revenue allocation such that the rates for each class are no more than

7 12.5% above cost of service  (a t TEP 's initia l overa ll revenue  requirement), a lso

8 calibrated for the revenue requirement presented in the Partial Settlement

9

10

Agreement. The sum of these net adjustments is offset by a corresponding

adjustment in the revenue allocation to the Residential class, which would also

move this class closer to its cost of service, although a considerable subsidy

12 would still remain in residential rates.

13 Q. Please explain the overall rate increase of $76 million in your tables.

14 A. My recommended rate spreads tie directly to the $81 .5 million non-fuel

15 rate increase in the Partial Settlement Agreement, but I show the net increase from

16 today's rates, including today's fuel costs. Thus, my rate spreads reflect the net

17 reduction in fuel costs from today's rates. The net increase from today's rates,

18 including fuel, in the Partial Settlement Agreement amounts to $76 million.

1 9 Q. Please explain the genesis of the current adjusted sales revenue in your

20 tab les .

21 A. As I expla ined in my Direct Testimony, TEP  is  proposing to crea te  a  new

22 Medium Genera l Service  ("MGS") ra te  schedule  and a  new High Voltage  ra te

23 schedule , as well as requiring certa in customers to migra te  be tween existing

24 classes. Accordingly, I have adjusted current revenues in the tables above to
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1 reflect TEP's proposed composition of each class. I also include current fuel

2 revenues (a t the  current PPFAC rate of $0.001501/kWh) in .present revenues,

3 ra ther than propos ed fue l revenues as TEP presents in its  Schedule  H-1. Fina lly,

4 my present sales revenues reflect the pro forma load changes that TEP has

5 incorporated into its case. believe these adjustments make the rate impacts

6 presented in my tables more meaningful than they would be if these adjustments

7 had not been made.

8 Q. How do your recommended rate spreads compare with those recommended

9 by TEP and Staff?

10 A.

11

At this juncture in the case, the rate spreads presented by TEP, Staff; and

AECC/Noble Solutions each correspond to different revenue requirements.6

12 Consequently, they are not directly comparable in this Surrebuttal Testimony.

13 However, some inferences can be drawn. For example, TEP's rebuttal rate

14 spread, which I have  presented be low in Table KCH-S R-3, shifts  re la tive ly

15 greater revenue responsibility to non-residential classes than the Company's rate

16 spread presented in its  direct case . In my opinion, this represents a  step in the

17 wrong direction relative to cost-of-service.

6 TEP's most recent rate spread is its rebuttal rate spread. The most recent Staff rate spread available for
my review at the time of this filing is for Staffs direct case. And my recommended rate spread in this
filing is for the Partial Settlement Agreement revenue requirement.
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TEP
Proposed

Sales
R8V€l'IL1€2

Current
Adj used
Test Year

Sales
RevgnuglCustomer Class.

TEP
Proposed
% Change

TEP
Proposed
$ Change

1

(b)
402,568,874
221,889,211
144,368,117
121,981,574

(d)
59,474,394
29,675,880
5,174,153
4,093,302

(0)
462,043,268
251,565,091
149,542,269
126 074,875

(8)
14.8%
13.4%
3.6%
3.4%

(a)
Residential
General Service
Large General Service
Total LPS (TOU & 138kV)

Large Power Service
High Voltage 138kV

Light ing 29.2%4,638,212 5,991,010 1,352,798
Total 11.1%995,216,513895,445,987 99,770,526

1 Table  KCH-SR-3

2

3

4

TEP Rebuttal Rate Spread
Current Sales Adjusted for Rate Migration, Net Load Reduction, and

Current Fuel Costs

Data Sources:
l. AECC/Noble Solutions Adjusted Present Revenue workpaper.
2. TEP Witness Craig Jones Rebuttal Testimony, Exhibit CAJ-R-3, Sch. H-2-2, & Rebuttal
CCOS Model (Competitively Sensitive Confidential).

5

6 Q. The heading for Table KCH~SR-3 indicates that current sales are adjusted

7 for rate migration, net load reduction, and current fuel costs. What does that

8 mean?

9 A.

10

11

12

As I explained above, TEP is proposing to create a new Medium General

Service rate schedule and a new High Voltage rate schedule, as well as requiring

certain customers to migrate between exist ing classes. However, in presenting

its class revenue changes, TEP does not update current revenues to reflect the

13 new composition of the classes. That is, in TEP's Schedule H-1 , for example,

14

15

16

the proposedrevenues reflect the new class composition, while the current

revenues reflect the old (current) class composition, which makes the change in

revenues presented in Schedule H-1 almost meaningless for several classes.

REDACTED , HIGGINS / 21



1 In order to avoid this pitfall I have adjusted current revenues in Table

2 KCH-S R-3 to re flect TEP 's  proposed composition of each cla ss . Also,

3 consistent with the preceding tables, I include current fuel revenues (at the

4 current PPFAC ra te  of $0.00150.1 /kph) in present revenues, ra ther than

5

6

proposed fuel revenues as TEP does. Finally, my present sales revenues reflect

the pro forma load reduction that TEP has incorporated into its rebuttal case.

7 Q . What are your observations regarding Staff's proposed revenue allocation?

8 Staffs recommended rate spread from the Direct Testimony of Howard

9 S olganick is  reproduced in Table s  KCH-S R-4 and KCH-S R-5 be low. As an

10 initia l matte r, I note  tha t I have  reproduced Mr. Solganick's  recommendations

1 1 without any adjustments to current revenues (or "test year" revenues) to reflect

12 TEP 's  proposed ra te  migra tions. I have  done  so to re flect wha t I be lieve  a re  Mr.

13

14

Solganick's intentions. However, because Mr. Solganick apparently has not

adjusted current revenues to reflect load migration (except for the new 138 kV

15 rate schedule), I believe that the class revenue requirements that Mr. Solganick is

16 recommending wouldnot result in the rate impacts on customers that are

17 presented in his  exhibits . In other words, as is  the  case  with TEP 's Schedule  H-1 ,

18

19

20

the current revenues (or test year revenues) in Mr. Solganick's exhibits appear to

be prior to load migration. If his proposed revenues are after load migration, then

they will not produce the rate impacts on customers that are indicated in his

21 Exhibit HS -4.

22 Overa ll, while  S taff makes some a ttempt to move in the  direction of cost

23 causation, Staffs proposed revenue allocation nevertheless contains larger

24 residential subsidies than either my recommendation or TEP's.
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Customer Class

Staff
Test Year
Margin

Revenue'

Staff
Proposed
Margin

Revenuel

Staff
Proposed
Margin

% Change'

Staff
Proposed
Margin

$ Change'

(c)
318,962,556
186,914,392

69,640,122
74606369 •y9 v 1

(d)
43,074,581
2,465,505
1,179,553
1,303 601

(b)
275,887,975
184,448,887
68,460,569
73 302768

(6)
15.6%

1.3%
1.7%
1 8%

41.7%3,298,783 4,675,543 1,376,760

(a)
Residential
General Service
Large General Service
Total LPS (TOU & l 38kV)

Large Power Service
High Voltage 138kV

Lighting.

8.2%Total 605,398,982 49,400,000654,798,982

Proposed
Staff

$ Change'Customer Class

Staff
Proposed

Sales
Revenue'

Staff
Test Year

Sales
Revenue'

Staff
Proposed

% Change'

3.4%Total 958,724,672927,140,266 31,584,406

l
2

Table KCH-SR-4
Staff Recommended Rate Spread, Direct Case - Margins

1. Data Source' Staff Witness Howard Solganick Direct Testimony, Exhibit HS~4 & HS-4 workpaper
(Confidential). '

3

4

Table KCH-SR-5
Staff Recommended Rate Spread, Direct Case - Total Revenues

(b)
411,612,761
263,144,831
111,478,013
136,146,844

(0)
447,641,027
251 ,625,319
120,383,208
133,043,366

(d)
36,028,266

(1 I,5l9,5l2)
8,905,195

(3,103,478)

(e)
8.8%

-4.4%
8.0%

-2.3%

(a)
Residential
General Service
Large General Service
Total LPS (TOU & l 38kV)

Large Power Service
High Voltage l 38kv

Lilzhuinlz 4.757.818 6.031.752 273.934 26.8%

I. Data Source' Staff Witness Howard Solganick Direct Testimony, Exhibit HS-4 & HS-4 workpaper
(Confidential).

5 Q, Please summarize your recommendations concerning rate spread.

6 A. I recommend that the Commissionadopt either of the rate spreads I am

7 recommending in Tables KCH-SR-1 or KCH~SR-2, depending on the

8 Commission's determination regarding the buy-through options I am proposing.
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1

2

My recommendations are more cost-based than either Staff or TEP, yet retain a

significant residential subsidy, consistent with the principles of gradualism.

3

4 COS T OF S ERVICE

5 Q. Your Direct Testimony supported TEP's overall selection of cost allocation

6 method for generation and transmission but also included several

7 recommended changes and corrections to TEP's study. How has TEP

8 responded to your recommendations in its rebuttal filing?

9 A. In his  Rebutta l Tes timony, TEP witness  Cra ig A. Jones  responds  to my

10 critique by stating that the Company made two corrections to items I identified in

1 1

1 2

the discovery process. Speciticaliy, (i) TEP corrected its initial oversight in

which the Company initially failed to allocate any Meters or Services costs to the

13 Large  Gene ra l S e rvice  ("LGS ") cla s s . In addition, TEP  (ii) corrected its  initia l

1 4 error in which the Company allocated customer-related distribution costs based on

15 NCP demand ra ther than number of cus tomers .

16 Further, TEP  corrected the  e rror in its  direct filing in which the  Company

17 did not allocate any portion of Other Operating Revenues to the proposed High

1 8 Voltage (I38 kg) class.

1 9

20

21

In addition, TEP accepted my correction to the allocation of

Administrative 8c General ("A&G") expenses, which the Company had

apparently inadvertently allocated entirely on the number of customers. This

22 correction benefits Residential and Lighting customers, who were negatively

23 impacted by TEP 's  initia l a lloca tion of these  cos ts .
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I

1 Q. Does TEP accept any of your other recommended changes to its cost-of-

2 service calculation?

3 A. Apparently not. Mr. Jones indica tes  tha t TEP  does not agree  with a ll of

4 my recommendations pertaining to the cost-of-service study, but he provides no

5 discussion or rebuttal on any of the cost-of-service items with which he disagrees.

6 Q. Please restate the cost-of-service issues that remain at issue between you and

7 the Company.

8 A. There are three cost-of-service issues remaining between TEP and my

9 recommendations.

1 0 Firs t, a s  I expla ined in my Direct Testimony, despite  specifying in its  ta riff

tha t Large  Power Service  - Time  of Use  ("LPS-TOU") customers  a re  to provide

12

13

their own transformers and are subject to primary service and metering, TEP

allocates line transformer costs to the LPS class.7 This treatment constitutes an

14 improper cost allocation. In rebuttal, TEP offers no substantive response to my

15 argument. TEP's position on this issue is unjustified and should be rejected.

16 Second, in my Direct Testimony I recommended a  specific change  to

17 TEP 's  ca lcula tion of loa d fa ctor a s  use d in the  CP  AED me thod. S pe cifica lly,

18 TEP uses an incorrect measure of system load factor for determining the

19 proportion of plant cost that is allocated on the basis of average demand (or

20 energy). Rather than using the retail system peak demand in the denominator of

21 the  load factor ca lcula tion, TEP averages the  re ta il peak demands of the  four

22 coincident peak months. In my view, this approach does not accurately measure

23 system load factor for the test year, and overstates the annual load factor above its

7 See Direct Testimony of Kevin C14 Higgins, Cost of Service/Rate Design, pp. 18-20.
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1 true value. By doing so, TEP unreasonably shifts cost responsibility to higher

2 load factor classes. Instead, system load factor should be measured by reference

3 to TEP 's  highest peak demand for tha t year. This trea tment is  consistent with the

4 method for measuring system load factor presented in the discussion of the AED

5 method in the  NARUC Manua l. In addition to be ing conceptua lly correct from

6 the standpoint of cost allocation, measuring load factor with respect to the highest

7 peak demand is consistent with the approach TEP uses in assessing its load and

8 resource balance as documented in the Company's integrated resource plan.8

9 Q. Does TEP respond to you.r criticism on this point?

10 A. No. TEP provides no discussion or justification for its use of an "average"

l l load factor. TEP's rebuttal cost-of-service model simply continues to the same

12 incorrect measure of load factor as TEP uses in its direct cost-of-service model.

1 3 Q. What is the third remaining item of disagreement regarding cost-of-service?

1 4 A. In TEP's rebuttal cost-of-service model, the Company has apparently

15 switched -- without discussion .- from the CP AED method - to an AED

1 6 approach that measures excess demand using 4 non-coincident demands ("NCP")

1 7 ra the r tha n 4 coincide nt de ma nds  ("CP "). This  switch is  unne ce ssa ry. The  CP

18 AED method is used in Colorado and Texas and is reasonable method for a utility

1 9 with a pronounced summer peak such as TEP.9 As I pointed out in my Direct

20 Testimony, the CP AED approach simply requires a minor adjustment to account

21 for classes, such as Lighting, that have little  or no load during the system peak. 10

8 See TEP 2014 IP, pp. 28-29.
9 In my Direct Testimony I stated that the CP AED variant was used by APS and UNS Electric. This is
incorrect. These utilities use NCP rather than CP to measure excess demand.
10 See Direct Testimony of Kevin C. Higgins, Cost of Service/Rate Design, p. 14.
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I The adjustment that should be made is to include a constraint that ensures that

2 excess demand for any class is not allowed to be less than zero.

3 If this  minor adjustment is  made  then there  is  no need to switch from the

4 CP AED to an AED approach that uses NCP to allocate excess demand. Further,

5 TEP's switch is further complicated by its unconventional use of four_NCPs in its

6 rebuttal model. I am not aware of any other utility that uses four NiPs to allocate

7 excess demand,

8 Q- Please summarize your position concerning class cost-of-service.

9 A. The most reasonable  basis for a llocating costs in this case  is the  cost-of-

10 service analysis I presented in my Direct Testimony, calibrated for the Partial

11 Settlement Agreement revenue requirement and the updated class load data

12 included in TEP's rebuttal filing. TEP's rebuttal cost-of-service study

13 incorporates a number of the corrections I presented in my Direct Testimony, but

14 TEP still improperly a lloca tes distribution transformer costs  to the  LPS  class and

15 TEP still uses an incorrect measure of system load factor in its use of the AED

16 method to allocate generation and transmission costs. TEP has also migrated,

17

18

without explanation, to an AED method that uses NCP to a llocate  excess demand.

However, this migra tion was unnecessary as TEP could have  continued to use  the

19

20

CP AED method by incorporating a minor adjustment to ensure that excess

demand for any class is not allowed to be less than zero.



I RATE DESIGN: LPS-TOU AND HIGH VOLTAGE 61381419 BASIC SERVICE

2 CHARGES

3 Q~ What has Mr. Jones proposed in his Rebuttal Testimony regarding the LPS-

4

5 A.

6

7

8

9

10

11

TOU andHigh Voltage basic service charges?

The current LLP-90 customer charge is $2,000 per month, and TEP's

direct rate design proposal maintained the basic service charge for LPS-TOU at

$2,000 per month, while proposing a basic service charge for the High Voltage

kV tariff of $3,000 per month. However, Mr. Jones's Rebuttal Testimony

proposes to increase the basic service charge to $10,000 per month for LPS-TOU

and to $15,000 per month for High Voltage, while reducing the demand

charges. \ 1

1 2 Q- Why has Mr. Jones proposed to increase the LPS-TOU and High Voltage

13 basic service charges?

1 4 A. The Direct Testimony of Staff witness Howard Solganick prompted TEP

1 5 to explain the difference between mc LPS customer costs reported in the cost-of-

1 6 service study and TEP's proposed basic service charge. According to Mr. Jones,

17 the cost-of-service study indicates that the LPS basic service charge could be as

18 high as $17,500 per month," so TEP is proposing substantial movement toward

19 that nu mbar.

20 Q-

21

Do you agree with the depiction of customer-related costs in TEP's cost of

service study?

" Rebuttal Testimony of CraigA. Jon¢s, p. 19.
Hz TEP's Rebuttal cost-of-service study indicates that LPS customer-related costs are over
customer, per month.

per
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1 A. No. As  I a ddre sse d in my Dire ct Te s timony," the  de piction of the

2

3

components that make up each class's allocated costs by classification and

function is distorted in TEP's class cost-of-service study, as summarized 011

4

5

Schedule G-6-1. The customer-related components presented on Schedule G-6-1

for the LPS and High Voltage classes are inflated, and are inconsistent with the

6 composition of a llocated costs on Schedules G-3 and G-4 for these  classes. This

7 error occurs as the cost allocation results from Schedules G-3 and G-4 are

8 transla ted onto the  class-specific functional cost tabs, which are  the  basis for the

9 unit costs on Schedule G-6-1 . The erroneous depiction of customer-related costs

10 occurs for cost items classified as both customer and demand-rela ted, e .g., certa in

11

12

13

14

15

distribution costs, Intangible Plant costs, General Plant costs, and A&G expenses.

For example, the error can be appreciated by comparing the Distribution

O&M expenses allocated to the LPS class on Schedule G-4 with the depiction of

Distribution O&M expenses on the "LPS byFunction" worksheet of TEP's

rebuttal cost- of-service model. On Schedule G-4, the LPS class is allocated

16 of distribution O&M expense, or 95%, of which is

17 demand-related and s or 5%, of which is  customer re la ted. This  re flects

18 the fact that the LPS class is responsible for a larger share of demand-related costs

19 than customer-related costs, since it is a class comprised of a relatively small

20 number of customers with relatively large loads.

21 However, on the  "LPS  byFunction" workshee t, this  same of

22 distribution O&M expense is depicted as (or 69%) demand-related and

23 (or 3 l%) customer-related. This error occurs because on the "LPS

is Direct Testimony of Kevin Higgins on Cost of Service/Rate Design, p, 6, Ins. 10~12, and pp. 44-45.
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2

byFunction" tab, allocated costs by FERC account are broken out into classified

and functionalized portions based on the overall composition of each cost for the

3 system, rather than the composition of each costar each class. While the total

4

5

allocated costs for each class are unaffected by this error, the depiction of costs by

classification (demand or customer-related) and function is distorted for numerous

6 FERC accounts. Specifically, the error occurs for FERC accounts that serve

7 multiple functions (such as General Plant) and/or are comprised of both demand-

8 related and customer-related costs (such as Distribution Plant FERC accounts

9 364, 365, 367, and 368).

10 These erroneous results are the basis for the unit costs on Schedule G-6-1,

11 and are an improper foundation for rate design.

1 2 Q. What is your recommendation to the Commission regarding the LPS and

13 High Voltage basic service charges?

14 I recommend tha t TEP 's rebutta l proposal to increase  the  basic service

15 charge  to $10,000 per month for LPS-TOU and $15,000 per month for High

1 6 Voltage be rejected, as the proposal is based on an erroneous foundation. Instead,

17 I recommend that TEP 's direct proposal to se t the  basic service  charge  a t $2,000

18 per month for LPS-TOU and $3,000 pe r month for High Voltage  be  approved. I

1 9 also recommend tha t TEP be  ordered to correct the  depiction of classified and

20 functionalized unit costs in its class cost-of-service study in its next rate case in

21 order to establish an accurate basis for rate design.

I

A.
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I UNBUNDLED_ RATE DESIGN_

2 Q. In your Direct Testimony you criticized TEP's unbundled rate design

3 because it overstates distribution charges and understates generation

4 charges. Has TEP responded to your criticism?

5 A. Yes. In his Rebuttal Testimony, Mr. Jones agrees that some additional

6 cost could be moved to the generation component, but he does not agree that I

7 have unbundled the costs appropriately. He goes on to add that "at the very least,

8 the fixed must run cost and some of the other ancillary costs should remain in the

9 Distribution component because they are needed to maintain stability of the

10 System.), 14 Mr. Jones indica tes a  willingness on the  part of TEP to discuss this

11 issue further, but he offers no specifics in his testimony.

12 Q. Do you have any response to Mr. Jones's comments?

13 A. Yes. Mr. Jones apparently misunderstands my treatment of fixed must-run

14

15

16

costs and ancillary services. I did not include these items in the generation

component, but leave them as standalonerate components. Further, I do not

consider them to be bypassable for buy-through customers. Consequently, I do

17 not see that there is any basis for disagreement between TEP and me on the basic

18 treatment of fixed must-run costs and ancillary services.

19 Q- In your Direct Testimony you prepared unbundled rates for the LGS, LPS,

20 and High Voltage rate schedules at your recommended rate spread and

21 TEP's revenue requirement. Have you updated these rates to comport with

22 the Partial Settlement Agreement revenue requirement?

14 Rebuttal Testimony of Craig A. Jones,pp.51-52.
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1 A. Yes. I have updated my recommended unbundled rates for the LGS, LPS,

2 and High Voltage rate schedules using my recommended rate spread in table

3 KCH-SR-2, which comports to the Partial Settlement Agreement revenue

4 requirement. These rates are presented in Exhibit KCH-SR- l. In designing these

5

6

rates, I used the same principles that I explained in my Direct Testimony, but

calibrated to the new class revenue requirement.

7 Q. What is your recommended approach to designing unbundled rates if the

8 Commission approves a rate spread that differs from your recommendation

9 in  Ta ble  KCH-S R-2?

10 A. In that case, I recommend that the unbundled rates be calibrated from the

11 rates I present in Exhibit KCH-SR-l, scaled to achieve the approved class revenue

12 target.

1 3

14 MOBILE HOME PARK RATE SCHEDULE

15 Q. In your Direct Testimony, you argued that tariff restrictions preventing

16 existing mobile home parks from switching to the Mobile Home Park rate

17 schedule areunjust and unreasonable andshould be removed. How has TEP

18 responded to your argument?

19 A.

to

TEP opposes my recommendation. In support of the Company's position

Mr. Jones cites to R14-2-205, which requires a utility to refuse service to all new

21

22

construction or expansion of permanent mobile home parks unless the

. . . . . . 15
construction or expansion is individually metered.

23 Q. Do you believe that R14-2-205 is applicable to your recommendation?

\5Id.,p.52.
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1 A. No. My proposal is directedto existingmaster-metered mobile home

2 parks taking service  under ra te  schedules other than the  Mobile  Home Park

3 schedule. As I explained in my Direct Testimony, R14-2-205 already precludes

4

5

new master metering in the future for mobile home parks by requiring utilities to

refuse service tosuch new facilities. By the same token, if a master-metered

6 mobile  home park is a lready being served by TEP, it must be  presumed to be  an

7 older facility tha t preda tes  the  prohibition on new maste r mete ring. If such a

8

9

1 0

customer happens to be  on the  wrong ra te  schedule , no public interest is served in

preventing this  customer from switching to the  Mobile  Home Park ra te  schedule

intended for such customers.

11 Q. Does Mr. Jones provide additional objections to your proposal?

1 2 A. Yes. In response to my argument that requiring service under alternate

1 3 rate  schedules such as LGS causes undue harm to master-metered mobile  home

1 4 parks, Mr. Jones responds that master-metered facilities tha t fee l they are

15 burdened by TEP's rate structure can allow TEP to individually meter their

16 customers under standard residentia l ra tes.

1 7 Q. Why doesn't thisapproach solve the problem?

18 A. It would solve  the  problem if the  process was as simple  as Mr. Jones

1 9 makes it seem. However, in rea lity TEP does not make  things tha t s imple . For

20 TEP to take over metering responsibility for a mobile home park, the Company

2 1

22

would also require upgrades to the existing mobile home park distribution

infrastructure to meet TEP specifications at the owner's expense. I know from

23 working with a  client tha t was inte rested in having TEP take  over its  mete ring tha t
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1 this  can be  a  cost-prohibitive  option. Mr. Jones's rather cavalier suggestion is not

2 a real solution to this problem.

3 Q. Mr. Jones is also critical of your analysis that demonstrates the

4 inappropriateness of having mobile home parks take service on the LGS rate

5

6 A.

schedule. Do you wish to respond?

Yes. To illustrate the inaptness of the LGS rate schedule for a mobile

7

8

home park operator, in my Direct Testimony I modeled the rate differential

between the current LGs-i3 and Residential rates using the typical load

9 characteristics of a  mobile  home park on the  Mobile  Home Park ra te  schedule .

10 This comparison is important because Arizona Revised Statute §33-1413.01

requires that master-metered mobile home parks must not charge their residents

12 more than the utility's prevailing rates for basic single family residential service.

1 3 Because of this statute, it is important that there be a reasonable nexus between

14

1 5

what TEP charges a  master-metered mobile  home park for power and what TEP

charges a  residentia l customer for power, because  the  mobile  home park operator

16 can only pass on the latter charges to its residents.

17 Mr. Jones criticizes my ca lcula tion because  the  monthly demand of the

18 average-size mobile home park operator is less than the 200 kW minimum

19 demand for the  LGS ra te  schedule . Therefore , Mr. Jones argues, the  LGS

20 comparison I made was not reasonably representa tive  for a  customer that s ize.

21

22

23

24

However, in defense of my calculation, I did not apply the minimum demand

provision to it so as to not overstate the rate impact of that provision.

Nevertheless, in response to this criticism, I have recalculated the rate impact of a

customer with a mobile home park load profile but with a billing demand of 400
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1 kW in the summer months and 200 kW in the non~summer months. The results of

2 this calculation are shown in Exhibit KCH-SR-2. The exhibit shows that even at

3 a 400 kW maximum demand, the current LGS-13 rate schedule is more expensive

4 than current residential rates (15.25 cents per kph versus 13.12 cents per kph),

5 reconfirming my point tha t it is  unreasonable  to prohibit exis ting mobile  home

6 parks  from migra ting to the  Mobile  Home  P a rk ra te  schedule . Moreover, Mr.

7 Jones's own Rebuttal Testimony demonstrates that the MGS rate schedule for a

8
. . . . . 16

mobile home park is also more expensive than residential rates.

9 Q. Does Mr. Jones offer any additional analysis on this point?

10 A, Yes. Mr. Jones s ta tes:

11

1 2

1 3

1 4

The Company has identified 4 LGS- 13 customers who are  mobile  home parks.
These  customers a re  not hurt as  s ignificantly as  Mr. Higgins indica tes . For the
proposed ra tes, they pay an average  of 13.97 cents per kph, which is  less than the
propose d re s ide ntia l ra te  of 14.16 ce nts  pe r kph."

1 5 Q. What is your response to this contention?

1 6 A.

17

Interestingly, TEP offers this analysis after denying me access to this very

information through discovery, claiming it would be too burdensome to provide.18

is id., pp. 53.54.
" Id., p. 54.
18 To assist in the preparation of my Direct Testimony on this topic, AECC sent TEP the following

discovery requests:

a.

AECC 21.2 MobileHomePark load.
What is TEP's best estimate of the number of mobile home parks in its service territory
that are taking service under a rate schedule other than GS 11-F?
What is TEP's best estimate of the annual billing demand and kph sales of the mobile
home parks in its service territory taking service under a rate schedule other than GS ll-
F?

b.

TEP replied as follows:

The Company has not identified all mobile home parks in its service territory taking service under
other than the GS-1 IF tariff. To identify and estimate this information would be overly
burdensome therefore the Company objects to the request on that basis.
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l

2

3

4

More  s ignificantly, Mr. Jones 's  ana lysis  shows tha t under proposed ra tes  - which

are  subject to change in this case  - the  average LGS ra te  in his group is very close

to the  residentia l ra te . Further, I note  tha t the  average re la tionship be tween

proposed LGS and residentia l ra tes  for the  group does not necessa rily re lict the

5 re la tionship for each member of the  group. Individua l mobile  home parks on the

6 LGS ra te  schedule  should still be  free  to migra te  to the  Mobile  Home Park ra te .

7 Q- Are there other characteristics of the LGS rate schedule that make it

8 inappropriate for mobile home parks that must charge residential rates to

9 their residents?

10 A. Yes. The  LGS ra te  schedule  is  subject to a  75% demand ra tche t. This

11 means that a mobile homepark's demand charges in the non-summer months

12 cannot fall below 75% of its summer demand charges, when residential air

13 conditioning load is at its maximum. While this rate design provision may be

14 appropria te  for a  true  commercia l or industria l customer, it is  extremely

15 disadvantageous and inappropriate for a customer that consists almost exclusively

16 of residential load and can only recover residential rates, which are not subject to

17 such ratchet requirements.

18 Q, Are there any other aspects of TEP's rebuttal filing on this topic to which

19

20 A.

you are responding?

Yes. TEP has "bootstrapped" an unrelated issue into its rebuttal filing,

21

22

specifically a proposal to cut off frozen Senior Lifeline and frozen Medical

Lifeline discounts to residents of master-metered mobile home parks after one

23 year. According to Mr. Jones, TEP currently has contracts with 23 master-

24 metered mobile home parks through which these Lifeline discounts are .passed
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1

2

through in the bills TEP sends to the mobile home parks and which in turn are

passed through to the eligible residents by the mobile home park operators.l9

3

4

5

6

Also according to Mr. Jones, some of these contracts have been in place for more

than twenty years. The rationale offered by TEP for abandoning this longstanding

arrangement is that because residents of master-metered mobile home parks are

technically "not TEP customers," they should no longer be eligible for these

7 Lifeline programs.

8 Q- What is your response to this proposal?

9 A. TEP 's  proposa l is  instructive  in tha t it illustra tes  the  extent to which the

1 0 Company is willing to resort to the strong-arm tactics of a monopoly to have its

H way. Rather than agree to allow a handful of mobile home parks that are on the

1 2 wrong ra te  schedule  to migrate  to the  ra te  schedule  designed for them, TEP has

13 "doubled down" and taken a im to e limina te  Life line  discounts  for the  most

14

15

vulnerable residents of master-metered mobile home parks. The proposal is

harsh, ill-conceived, and discriminatory. The proposal should be rejected.

1 6 Q. Please summarize your recommendations concerning the Mobile Home Park

1 7 rate schedule.

1 8 A.

1 9

20

This issue is not complicated and requires a simple, straightforward

solution. Currently, there are a handful of master-metered mobile home parks that

are on the LGS rate schedule - a rate schedule with a significant demand charge

21 and a 75% demand ratchet. This rate schedule is ill-suited for these customers

22 because they are statutorily required to charge their residents TEP's residential

19 Rebuttal Testimony of Craig A. Jones, p. 56.
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I rate - and the LGS rate design is a poor fit for customers with a residential load

2 profile .

3 TEP has a  Mobile  Home Park ra te  schedule  tha t is  far more  suitable  for

4 these customers, but TEP refuses to allow these customers to migrate to it because

5 this rate schedule does not allow any "new" customers to join, including existing

6 master~metered mobile home parks that happen to be on rate schedules other than

7 the mobile home park rate. In this general rate case, TEP is proposing to modify

8 the  e ligibility crite ria  for this  ra te  schedule  to s ta te  tha t it is  "only ava ilable  to

9 premises historically served on a master metered mobile home park tariff' and

10 that is it is "not available to new facilities." [Emphasis added.] So the newly-

proposed language would have the same effect of preventing these customers

12 from migra ting to the  Mobile  Home Park ra te .

13 The  solution is  s imple  and inconveniences no one . The  applicability

14 criteria for Mobile Home Park Electric Service - GS-1 IF should be amended to

15 remove the restriction on service to new customers. Similarly, to the extent that

16 TEP 's proposed replacement ra te  schedule  GS-M-F is  adopted, the  prohibition on

17 "new facilities" should be removed, as it is superfluous and ambiguous, as Rl4~2-

18 205 already requires a utility to refuse service to all new construction or

19 expansion of permanent mobile home parks unless the construction or expansion

20 is individually metered. Further, the applicability criteria should be amended to

21 remove any language that restricts this rate schedule to premises that have been

22 his torica lly served on a  master metered mobile  home park tariff, as this restriction

23 unreasonably prevents an otherwise eligible customer from switching to this rate

24 schedule from a rate schedule that is ill-suited for the customer. At a minimum,
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I the  applicability crite ria  should be  amended such tha t there  is  no restriction on

2 migrating to this rate schedule for any existing master-metered mobile home park.

3

4 LO S T F IXE D C O S T R E C O VE R Y ME C HANIS M

5 Q- In your direct testimony you recommended that TEP's proposed changes to

6 the LFCR mechanism should be rejected. Have any of the arguments

7

8 A.

9

10

advanced by TEP in its rebuttal filing altered your recommendation?

No. In this proceeding TEP consistently fails to recognize that the

existing LFCR mechanism is not based on a grand regulatory principle upon

which all parties to this case (or the last case) agree, but is the product of a

1 1

12

compromise in the last case among parties with very disparate views as to the

merit (or lack thereof) of the LFCR. Having secured the compromise in the last

13 case, TEP is now seeking to "perfect" the LFCR from the Company's vantage

14 point by expanding the costs eligible for recovery though the LFCR mechanism to

15 include generation and Fixed must-run fixed costs, as well as the remaining 50%

16 of demand charge  revenue  currently excluded from the  ca lcula tion. Further, TEP

17 proposes to increase the year-over-year cap from 1% to 2% due to the proposed

18

1 9

20

21

22

23

24

expansion of LFCR-eligible costs.

As I explained in my Direct Testimony, I am not persuaded that an LFCR

is needed in the first instance, and particularly disagree with levying this charge

on LGS customers, as a significant part of TEP's concern regarding these

customers can be addressed through rate design. Therefore, not only do I disagree

with TEP's proposed changes, but I also recommend that LGS customers be

exempted from this charge going forward. In my Direct Testimony, I explained
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I

2

that a significant part of' TEP's concern regarding LGS customers can be

addressed through rate design.

3 Q. On pages 55 to 56 of his Rebuttal Testimony, Mr. Jones takes issue with the

4 statement in your Direct Testimony that exclusion of the LGS class from the

5 LFCR would not shift costs to other classes for recovery. How do you

6 respond?

7 A. Mr. Jones is  incorrect. As I s ta ted in my Direct Testimony, if a  customer

8

9

group is excluded from the LFCR mechanism, they would neither pay the LFCR

nor she costs to other classes for recovery. The only LFCR costs that should be

10 record ed by TEP would be those directly attributable to the participating classes.

Consequently, no costs would be shifted from non-participants to participants.

12 This statement in my Direct Testimony is entirely correct.

13 Mr. Jones takes issue  with my sta tement and sta tes that I seem "to

14 mischaracterize  how lost fixed costs a re  shifted to the  other customer classes" if

15 my recommendation to exclude LGS customers is approved. Mr. Jones then goes

16 on to argue that since the LGS class benefits from DG and EE-related programs, it

1 7 "generates lost revenues.7) Mr. Jones then concludes that, "if they are excluded

1 8

1 9

from the LFCR, those lost revenues would most definitely be shifted to other

customer classes. [Mr. Higgins'] statement is not correct."20

20 It is  Mr. Jones who is  incorrect on this  point, as  his  assertions a re

21 incons is te nt with how the  LFCR P la n of Adminis tra tion ("P OA") works . The

22

23

LPS, water pumping, and lighting ra te  schedules a re  a lready expressly excluded

from the  LFCR. mechanism in the  POA, which clearly sta tes tha t Applicable

20 Id.,  pp. 56-57.
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1 Company Revenues, Distributed Generation ("DG") Savings, and Energy

2 Efficiency ("EE") Savings a re  each excluded from the  LFCR ca lcula tion for the

3

4

excluded classes. Consequently, the POA ensures that no DG or EE savings

attributed to the excluded rate schedules are included in the LFCR revenues that

5 are recovered from the remaining customers. If LGS were included in the list of

6 excluded rate schedules, as I propose, then the same principle would apply: no

7 costs would be shifted from non-participants to participants.

8

9 PURCHASED POWER ANI) WEL ADJUSTMENT CLAUSE

10 Q . In your Direct Testimony you recommended the adoption of a risk-sharing

11 mechanism in the PPFAC. Is that still your recommendation?

12 A. Yes. The other western states of Wyoming, Oregon, Washington, Idaho,

13

14

and Montana each have sharing mechanisms in their fuel adjustors, through which

customers and shareholders share in the risks and benefits of deviations in fuel

15

16

costs in between rate cases, rather than simply passing though 100% of all cost

deviations to customers as TEP does. A risk-sharing mechanism provides a utility

17

18

with proper incentives to produce the greatest possible net benefit to its customers

from the operations of its system and is essential to keep customer and

19

20

shareholder interests aligned. This incentive is most efficiently implemented

through a mechanism in which the utility shares in the benefits and risks of its

21 decisions. I continue to encourage the Commission to adopt a 70% customer/30%

22 utility sha ring provis ion, s imila r to wha t is  approved in Wyoming, ra the r than

23 retaining the current 100/0 approach.

24 Q- What has been TEP's response to your proposal?
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1 A. TEP is opposed to my proposal. TEP witness Ramondo J. Robby argues

2 that I have provided no evidence that TEP is not utilizing prudent utility practices

3 in the way the Company currently manages the dispatch of its generation fleet.

4 Mr. Robby also avers that adoption of my proposal would incentivize TEP into

5 viewing its hedging activities more in line with that of speculative trading

6 activities.2l Finally, Mr. Rcbey challenges my characterization of the Wyoming

7 70/30 sharing mechanism, which he  depicts  as be ing only a  test of the  utility's

8 forecast, rather than a determination of the utility's prudent behavior."

9 Q. What is your response to Mr. Robby's argument that you have not provided

10 evidence of imprudent behavior on TEP's part?

1 1 A. I appreciate that utilities generally prefer that regulators rely on the high

12 bar of a  imprudence  finding when it comes to de te rmining the  recovery of fue l

13 costs in between ra te  cases, but as I expla ined in my Direct testimony, the  threat

14 of a  finding of imprudence  following an a fte r-the -fact audit is  not a  good

15 substitute for a utility having "skin in the game" when it comes to managing its

1 6 fuel costs. A finding of imprudence essentially requires a determination that a

1 7 utility acted unreaseuaialyg in its power cost management. In contrast, a risk-

18 sharing mechanism structured such that each and every transaction affects the

1 9 Company's bottom line, provides an incentive for the Company to get the best

20 possible deal from every transaction. Striving to get the best possible deal from

21 every transaction is different from simply not behaving unreasonably. Getting the

I

21 Rebuttal Testimony of Ramondo J. Robey, pp. 7-8.

22 Id., pp. 8-9.
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1 best possible deal is a more exacting and efficient aspiration. A well-crafted

2 sharing mechanism supports this objective .

3 Q. What about Mr. Robey's claim that a risk-sharing mechanism would

4 incentivize TEP to become a speculator?

5 A. This argument is unpersuasive and should be rejected. The utilities that

6 are subject to risk-sharing mechanisms also adhere to hedging protocols.

7 Obviously, TEP prefers that the only parties to be impacted by TEP's hedging

8 practices are its customers. However, there is nothing wrong with both customers

9 and shareholders sharing in the consequences of the Company's hedging

10 decisions in between rate cases. In fact, I believe it is preferable for both parties

11 to share in the benefits and costs of these decisions.

12 Q- What is your response to Mr. Robby's characterization of the 70/30 sharing

13 mechanism in Wyoming?

14 A. I was a  witness  in both Wyoming cases in which the  70/30 sharing

15 mechanism was considered and adopted. Mr. Robes's description of the 70/30

16 sharing mechanism in Wyoming is  inaccura te . Mr. Robby depicts  the  sharing

17 mechanism as being applied only to variances between actual fuel costs and the

18

19

utility's fuel forecasts. That is not the case at all. The Wyoming sharing

mechanism is applied through its fuel adjustor, or ECAM," to the variance

20 between the utility's fuel and net purchased power costs in rates (as approved in a

21 general rate case) and the utility's actual fuel and net purchased power costs. As

22 such, the Wyoming ECAM requires a sharing between customers and

23 shareholders of the deviations in actual fuel and purchased power costs (called

23ECAM stands for Energy Cost Adjustment Mechanism.
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I

2

3

"net power costs") relative to the net power costs that are in rates. Further, the

Wyoming sharing mechanism was adopted specifically to provide good incentives

for the utility to manage its costs as effectively as possible. As stated in the

4 Wyoming Public Service Commission's decision:

5

6

7

8

9

10

The Company proposed several changes to its ECAM. RMP wants to eliminate
the 70/30 sharing band, claiming that the sharing band serves no purpose and
results in denial of recovery of prudently incurred power costs. However, we find,
based on the testimony from the other parties that the sharing band has and will
continue to incept RMP to improve its forecasts of base [net power costs] as well
as to control other [net power cost] costs.24

11 This decision was not based on any finding of imprudence  or mismanagement,

12

13

but ra ther is  based on a ligning the  inte rests  of customers and the  utility in

management of the  utility's  fue l and purchased power costs .

14 Q. In your Direct Testimony you also proposed a change in the way the margins

15 from new long-term sales contracts are treated in the PPFAC. Is that still

16 your position?

17 A. Yes. In my Direct Testimony I explained that prior to the last general rate

18 case , the  margins from a ll wholesa le  transactions, irrespective  of the  dura tion of

19 the contract, were credited to customers in the PPFAC, except for the margins

20 from those long-term contracts that were used in the calculation of the

21 jurisdictional demand allocation. The exclusion of these latter margins made

22 sense because those long-term contracts were allocated a share of system

23 production demand costs. But the general proposition that all other margins -

24 whether from short-term sales or long-tenn sales - should be credited to

24 See Wyoming Public Service Commission, Docket No. 20000-469-ER-15, Memorandum Opinion,
Findings of Fact, Decision and Order, December 30, 2015, at Paragraph 79. Emphasis added.
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1 customers through the PPFAC also made sense because these sales are made

2 using assets that are paid for by customers.

3

4

However, the  2013 Settlement Agreement approved in the  last genera l ra te

case  incorpora ted a  TEP proposal to change the  PPFAC POA in a  way tha t

5 assigned 100% of the margins from new contracts longer than one year to the

6 benefit of shareholders ra ther than Qustomers. While  this  provision was

7 acceptable as part of the 2013 settlement package, it is unreasonable in the context

8 of the current general rate case and should not be extended.

9 If a long-term sales contract is not assigned fixed production cost

10 re sponsibility in the  de te rmina tion of inte r-jurisdictiona l demand a lloca tion, then

11 the margins from those sales should be credited to customers in the same

12 proportion as any sharing mechanism genera lly applicable  to the  fue l adjustor.

13

14

15

So, for example, under the current PPFAC, which has no sharing mechanism,

100% of the margins from new long-term contracts that go into effect in between

rate cases properly should be credited to customers, because such new long-term

16 contracts would not be allocated any demand costs in the preceding general rate

17 case . By the  same token, if a  70/30 PPFAC sharing mechanism is adopted, then

18 70% of the margins should be credited to customers, consistent with the split of

19 the overall sharing mechanism.

20 Q.

21

How has TEP responded to your proposal to return to the prior practice of

crediting the margins from new long-term contracts to customers?

22 A. Mr. Robby opposes  my recommenda tion. Howeve r, Mr. Robes 's

23 explanation for TEP's opposition demonstrates some confusion as to what my

24 proposal actually is. His stated reason for opposition is that long-term wholesale
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l contracts are allocated a percentage of non-fuel costs." The problem with this

2

3

4

5

6

response is that my proposal is not directed toward those long-term contracts that

are allocated a percentage of non-fuel costs i n a general rate case. My proposal is

directed to new long-term contracts that are not included in the cost allocation.

Flowing 100% of the margins to TEP from such new contracts that are not

allocated any non-fuel costs creates an undeserved windfall for TEP. This is the

7 circumstance that needs to be rectified going forward. As I stated in my Direct

8 Testimony, in general, all revenues fm wholesale sales. in-especcive otlerfii.

9 shsanld be: c1:edi§¢d against foe! and purchased p.qw§t Qosts auf! inQlu;ls:d.tin the

10

11

12

PPFAC. unless such sales are allocated a share Of system costs. Consequently,

the change in the POA approved in the last general rate case that shifted all the

benefits from new long-term contracts from customers to shareholders should be

13 reversed.

14

15 MOVEMENT OF' ENERGY EFFICIENCY CHARGES INTO BASE RATES

16 Q_ Have you reviewed the proposal of' SWEEP witness Jeff Schlegel to include

17 $23 million of energy efficiency program costs in base rates?

18 A. Yes, I have. Mr. Schlegel argues that as a "core resource," it is

1 9

20

21

appropriate for energy efficiency cost recovery to be in base rates rather than in

the separate adjustor mechanism. Mr. Schlegel then goes on to propose that the

DSM surcharge mechanism should remain intact, but be used as an adjustor to

25 Rebuttal Testimony of Ramondo J. Robes, p. 12.
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x

2

recover any energy efficiency funding amounts above or below the $23 million he

proposes be included in base rates.26

3 Q.

4 A.

5

What is your response to this recommendation?

I recommend that Mr. Schlegel's proposal be denied. Energy efficiency

program costs should not be shifted from the DSM Surcharge into base rates. The

6 shifting of costs from the DSM Surcharge costs into base rates would result in a

7 loss of transparency regarding the cost of the Company's energy efficiency

8 programs. This  information should not be  hidden from customers .

9

10

11

12

Currently, TEP's DSM Surcharge is set at 1.97% of a non-residential

customer's bill. This rate design provides simple and straightforward information

to customers regarding the cost of the TEP's energy efficiency programs in

relation to the customer's total bill. It also provides for an efficient and equitable

13 means to recover these costs. This useful construct would be disrupted if Mr.

14

15

Schlegel's proposal were adopted.

The shifting of energy-efficiency program costs and incentives into base

16 rates .- while retaining a DSM Surcharge - creates a potential for

17 misinterpretation. Specifically, the proposed change could cause customers to

18 mistakenly believe that the costs of the Company's DSM programs and incentives

19

20

are limited to those costs that appear in the surcharge. Erroneous inferences of

this sort should be avoided. Public policy should err on the side of disclosure and

21 transparency.

22 Q- Do you have other concerns regardingMr. Schlegel's proposal?

be Direct Testimony of JeffSchlegel,pp. 8-9.
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1 A, Yes. One of the  most significant remaining issues in this case  is  revenue

z allocation among customer classes and the challenge of gradually eliminating the

3 significant cross subsidies among customer classes in TEP's current rate structure,

4 Currently, the  a lloca tion of energy e fficiency costs  is  not part of tha t problem,

5

6

7

however, because these costs are already equitably allocated through the design of

the DSM surcharge. But moving the costs from the surcharge into base rates

would undo the equitable cost allocation achieved through the DSM surcharge

8 and would likely add to the problem of trying to attain base rate parity.

9 Q- Does this conclude your Surrebuttal Testimony?

1 0 A. Yes, it does.
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Exhibit KCI-I-SR-1

Page 1 of 3

AECC/Noble Solutions Recommended Unbundlcd LPS-TOU & 138kV Rates
at AECC/Noble Solutions Rate Spread & Settlement Revenue Requirement

Line
No. 84 ftizvf in

LPS»TOU
AECC/

Noble Solutions
Recommended

(b)

LPS-I38kV
AECC/

Noble Solutions
Recommended

(c)
1
2
3
4
5
6

tal
Msic ServiceCharge Components(S/Cust./Mo,);

Meter Services
MeterReading
Billing & Collection
Customer Delivery
Total

$488,53
as. 19

$149.70
$]_35358
s2,000,00

$348 37
$82,10

$1328,02
s1,84 L51 ..
$3,00000

7
s
9
10
11
12

Demand Charge Components (S/kW):
Local Delivery (See Note l)

Summer C)n»Pcak
Summer OflPeak
Winter On-Peak
Winter ()f̀ f»Penk

$3.97
S) .62
$2.74
$0.69

S0,0x
s0.01
$0.01
$0.01

13
14
15
16
17

Gen aeration Capacity
SumnerOn-Peak
SummerOW Peak
Winter On-Peak
Winter Off-Peak

$8.76
s3*5s
$6.05
$1 .5 l

$7.58
$372
$5,71
$1.19

18 Fixed Must-Run $L50 $1.47

19
20
21
22
23
24
25
26

Transmission Components (See Note 2);
FERC Transmission Rare
Ancillary 1: System Control & Dispatch

Ancillary 2: Reactive Supply 81, Volt Ge Control
Ancillary 3: Regulatory & Fro; Response
Ancillary 4: Spinning Reserve Service
Ancillary S: Supplemental Reserve Service

Total Transmission

$3,39
s0.0s
30,18
50,18
$0.48
$0.08
$436 .

$3.23
$0.04
$0.17
s0.17
$0.45
$0.07
so, 13

27
28
Z9
30
Sn

Total Demand Charges ($/kW):
Summer On-peak
Summer Of£Peak
Winter On-Peak
Winter Off-peak

$18.59
$ll,06
514,65
s8,06

$1319
$9.33

$11 .32
$6.80

32
33
34
35
36

Generation Energy Charge Components ($/kWh):
Summer On-peak
Summer Otllpeak
Winter On-Peak
Winter Off-Pc8k

s0.00780
$080780
S0000780
$0.00780

$0.00780
$C.00780
$090780
$090780

37
38
39
40
41
42

Power Supply Charges ($/kWh):
Base Power Supply Charges
Base Power Supply Summer On-Peak
Base Power Supply Summer Off'-Peak
Base Power Supply Winter On-Peak
Base Power Supply Winter Off-peak

$0<049077
$00025413
$0.032198
50.026687

$048044
$00024878
$0,031520
$0.026126

Nfstcs*

1, AE(IC/Noble Solutions Unbundled Deiivcry demand charge is designed such that the combination o(IBasic Service

Chargeand Delivery demand charge reven us are proportionate to Distribution costs. AECC/Noble Solutions eliminated the
Delivery energy charges (re-designaled as Generation energy charges),

2 AECCA\1obie Solnlions Unbundled Transmission component calculation utilized the general approach used in TEP's
Direct Filing. However, AECC calculated !he LPS and 132 kV 'Transmission components separately, based upon TEP's
rebuttal transmission expense workpaper, 2015 TEP To*ansExp CompSensConfid Rebuttal.

5
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Exhibit KCH-SR-1
Page 2 off

AECC/Noble Solutions Recommended Unbundled LGS Rates

at AEcc/noble Solutions Rate Spread & Settlement Revenue Requirement

Lin e
No . Descry pty o n

LGS
AECC/

Noble Solutions
Recommended

(b)
1
2
3
4
5
6

(H)
Basic Service Charge Components ($/Cust./Mo.);

Meter Services
Meter Reading
Billing & Collection
Customer Delivery
Total

$157.10

$2.58

$48.68

$741.64

$950.00

7
8
9
10
11
12

Demand Charge Components ($/kW):
Delivery Charge (See Note 1)
Generation Capacity
Fixed Must-Run
Total Transmission (See Note 2)
Total Demand Charge

$1.97
$13.10
$l,64
$4.36

$21.07

13
14
15
16
17
18
19
20

Transmission Charge Components (S/kW):
FERC Transmission Rate
Ancillary 1: System Control & Dispatch
Ancillary 2: Reactive Supply & Voltage Control
Ancillary 3: Regulatory & Freq Response
Ancillary 4: Spinning Reserve Service
Ancillary 5: Supplemental Reserve Service

Total Transmission

$3.39

$0.05

$0.18

$0.18

$0.48

$0.08

$4.36

21
22
23

Energy Charge Components ($/kWh):
Local Delivery - Summer
Local Delivery - Winter

$0.00000

$0.00000

24
25
26

Base Power Supply Charges ($/kWh):
Base Power Supply Summer
Base Power Supply Winter

$0.035868
$0.032537

Notes :

1. AECC/Noble Solutions Unbundled Delivery demand charge is designed such that the combination of

Basic Service Charge and Delivery demand charge revenues are proportionate to Distribution costs.

2. AECC/Noble Solutions Unbundled Transmission component calculation utilized the general approach

used in TEP's Direct Filing, updated for TEP's rebuttal transmission expense workpaper,

2015 TBP TransExp CompSensConfid Rebuttal.



Exhibit KCI!-SR-l

Page 3 off

Functional Cost Alignment of AECC/Noble Solutions Proposed Unbundled Rates
at AECC/Noble Solutions Rate Spread & Settlement Revenue Requirement

Combined LPS-TOU and 138 kV Classes

Line

No, Description
no

Proportion of Total

Gen. & Dist. Costs

cw

Lp§,'1~0U & 138 kV
R¢y¢l\lI¢ from

AECC/Noble Solutions

Recommended Rules'
(d)

Propurlinn of Total

Gen. 8: Dist. Revenue s

(2)
l
z
3
4

(ix)
Dislribution (Demand and Customer)
Generation Capacily a
Fixed Must-Run

Total Distvibuliotu 85. Oeneraliocx Costs

LPS-TOU & Ia kV

Total Costs ml
TEP's Direct Proposed

Revenue Requirement'

<b>
$9,229,567

$41,705,268
$5324566

$56,ls9§40l

144%

143%

9.3%

109.0%

58,1 I 7,069

s36,66s,004

54.609360

349,389,033

l6,4%

74.2%

9.8%

1000%

5

6

7

Transmission s

Power Supply

Tubal - All Functions

al 1,691 .029

S533594,957

$121,445,387

3133293,l95

$53,594,957

s116,277,886

8

9

Other Revenue Credit

Net Cost lo be Collected from Sales Revenue "

-$2,I61 x llJ4

$119,284,283

Notes:

\ Based on AECC/Ncblc Solutions surrebuttal class ¢m;l-ol¥sewi¢e study at TEP's Direct proposed revenue requirement
2 Revenues :caulking Rom Ai8CC's surrcbutlal proposed Unbundled rates, reflecting AECC's prnpnsed role sproul Ami the Scltlcmcnt revenue requirement,

3, Differences between Cal, (e) and CoL (c) are due to rate rounding

4.Power Factor revenues, as well as AECC!Noblc Solutions Generation energy charge o[IS&).{}078/kWh, are canaidcrcd (icncmllnn Capacity-rclatnd
S AECC/Noble Solutions Unbundled 'Ì ransrnissi<»n ammponcnt calculation utilized the general approach used in TiPs Direct Filing, updated for Tk8I"s rebuttal transmission
expense wurkpaper, 2015 TOP 'Ì ransExp ConlpSer1sCon£id Rebuttal,

4



KCH-S R-2



Hyputhetkal Mobile Home Pa rk
CustomerTEP Rcskicntld Rate Schedule

Exhibit KC[].SR.2
Page I of 1

Comparison of Average Residential Rates and Rates Paid by a Hypothetical Mobile Home Park Customer on Schedule LGS-13
Average Monthly Summer Demand = 400 kW

Average Monthly Non-Summer Demand = 200 kW

.  ~ 0  s .Cum rt TE. TE RBii"erv \ce

R~0l Rota g
Determinants

Reven us

Current Rue
TE-LGS»l]

Rates

Customer
Billing

Dderminants

Revenue:

s IT .90

s I5 .00

S09056200
30.067200
30.079890

S0.088200
s0.056200

500065200
$0.078100

$0.087100

4,175,628
3,442

76",703,l89
503,607.184

518,920,086
16,585,028

929,496,499
367,506,796

177,5\3,099
4,632,713

Large General Server (TE»LGS-13)
Basin Service Charge Per Month
Demand Charge Per kW

Summer kph
Winter k p h

$77S00

$1525

$09192
50.0134

12
4,100

563,059

338,312

$9,300
s62,525

sl0,s11
54,533

Residential Service (TE-R-U1 )
Basic Service Charge Single Phase Per Mo.
Basic Service Charge Three Phase Per Mc.

Sum Firs! 500 kph
Sum 501-1,000 kph
Sum 1,001-3,500 k p h

sum>3_soo kph
Win First500 kph

Win 501-1,000 kph
Win I,C'01-3,508 kph

Win>3,500 kph
MiscellaneousRevenue
Subtotal Deiivcry Revenue

s4I,756,2s0

$51,624

$42,863,919
$33,842,403
541,409,823

31,462,799

s52,z37.703
$23,961,443
513,863,773

$403,509
(45,552)

5251,807,725 Subtotal Delivery Revenue 387,169

Base Power Summer kph

Base Power Winter kph

PPFAC Revenue

Subtotal Fuel Revenue

s0.035111
50031532

30003892

],801,815,486

1,479,\49,108

3,280,964,594

563,263,544

46,640,538

12,770,210

$122,674,283

Base Power Summer kph
BaumePowerWinter kph

PPFAC Revenue
Subtotal Fuel Revenue

50.0351 ll
$0.031532

50003892

563,059

338,312

90),371

S19,770

10,668

3,sos
$33,946

Sure llaqu

LFCR . EE

LFCR _ DG

E t
REST

DS M
Subwul Surcharges:

L206894

0.4406%

30.000250

$0.013090
$0001916

$4,519,249

St ,649,968

s*a20,241
$42,652,540
56,285,328

$55,928,326

Surcharges
LFCR

LFCR

ECA
REST

DS M
Subtotal Surehavges:

x2068%

0,4406%
50.000250
so,0 I300()

197%

SL462

S534
$225

al 1,118
s2.sss

sx6,324

Total Estimated Revenues;

Average S per kWh\'

$438,410»334
f swan I

Total Estimated Revenues:

Average s per kwh: I
$x37,439

s0.1szs

Data Sources:

l. Sciwdulc H~5, Page 1, Bi!! Count

2. 2015 TEP Ftcvenue Proof - Public
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AEcc~l3

Economic Development Rate Tariff - Rate Discount

Rate Rider 13

Qualifications for Eligibility
EXHIB"3

1 . 1,000kW peak demand

2. 75% Load Factor

New or expanding bus iness  tha t build new facilitie s

4. New or expanding business  tha t occupy exis ting vacant buildings .

5. Discount only applie s  to increased power portion of load.

6.

A.R.S. §41-l525(A)

"The  owner of a  business  loca ted in this  s ta te  before J uly 2017 is  e ligible  for income  ta x
credits  under sections 43-1074 or 43-1161 or an insurance  premium tax credit under
section 20-224.03 for ne t increases  in full-time  employees  res iding in this  s ta te  and hired
in qua lified employment pos itions  in this  s ta te ." [Emphas is  added]

A.R.S. §41-1512(A)

income  tax credits  a re  a llowed for expanding or loca ting a qua lifie d  fa c ility in this
sta te  pursuant to sections 43-1083.03 and 41-1164.04

Credit is  computed by taking the  le sse r of: (i) the  tota l qua lifying inves tment in a
qua lifie d fa cility, or (ii)200k for e a ch ne t ne w full-time  e mployme nt pos ition a t the
qua lifie d fa cility

qua lified facility" means  a  facility in this  s ta te  tha t devotes  a t leas t 80% of the  property
a nd pa yroll a t the  fa cility to one  or more  of the  following

(a )
(b)
(C)

Qua lifie d ma nufa cturing
Qualified headquarte rs
Qua lified re sea rch

3.

7.

Qualified manufacturing" means  manufacturing tangible  products  in this  s ta te  if a t leas t
65%" of the  produce  will be  sold out-of -s ta te



0
-an

4.

"Manufacturing" means  fabrica ting, producing or manufacturing raw or prepa red
mate ria ls  into usable  products , imparting new forms, qua litie s , propertie s  and
combina tions .

"Qualified headquarte rs" means a  globa l, na tiona l or regiona l headquarte rs  for a  taxpayer
tha t is  involved in manufacturing and tha t de rives  a t leas t 65% of its  revenue  from out-of-
state sales.

"Qualified research" has  the  same meaning in Section 41(d) of the  inte rna l revenue  code
- research must be  conducted by a  taxpayer involved in manufacturing tha t derives a t

least 65% of its  revenue  from out-of-s ta te  sa les .
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A.
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Q. PROFESSIONAL EXP ERIENCE AND

A.

Q-

A.

Q. YOU TES TIFIED

A.

Q-
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26 A.

P LEAS E S TATE YOUR NAME, AND BUS INES S  ADDRES S .

Michael D. McElra th, 333 North Centra l Avenue, Phoenix Arizona.

BY W HO M AR E YOU EMP LOYED AND IN WHAT CAP ACITY?

I am employed by Freeport Mine ra ls  Corpora tion ("Freeport") a s  its  Director of

Energy Services.

ON WHOS E BEHALF ARE YOU TES TIFYING IN THIS  P ROCEEDING?

I am tes tifying on behalf of Freeport.

PLEASE DES CRIBE YOUR

QUALIFICATIONS .

I have over 40 years of experience in the energy field beginning with 16 years with

a  na tura l ga s  utility with incre a s ing re s pons ibilitie s  in 3 diffe re nt s ta te s . I ha ve

worke d in the  mining indus try for 28 ye a rs  de a ling with e ne rgy ma tte rs  for 3

diffe re nt mining compa nie s . Toda y, I a m re s pons ible  for the  powe r a nd na tura l ga s

supplies for Freeport's mines in North America, South America and Africa.

HAVE YOU TES TIFIED BEFORE THE ARIZONA CORP ORATION

COMMIS S ION (THE "COMMISSION") IN OTHER DOCKETS?

Ye s . I ha ve  te s tifie d in a  numbe r of docke ts  be fore  the  Commis s ion be ginning in

1994.

HAVE BEFORE ANY O THE R  P UB LIC  UTILITY

COMMISSION?

Ye s , I ha ve  te s tifie d be fore  the  P ublic Utility Re gula tory Boa rd in E1 P a s o, Te xa s ,

the  Public Utility Commiss ion of Colora do a nd the  Fe de ra l Ene rgy Re gula tory

Commis s ion in va rious  docke ts  ove r the  yea rs .

WHAT IS  THE P URP OS E OF YOUR S URREBUTTAL TES TIMONY IN

THIS PROCEEDING?

The purpose of my surrebuttal testimony is to first point out to the parties and the

2FENNEMURE CRAIG
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A.

Commis s ion how clos e  Tucs on Ele ctric P owe r Compa ny's  ("TEP ") la rge s t

cus tomer, Freeport's  Sie rrita  mine  ("Sie rrita"), came to shutting down due  to low

commodity price s , which ha ve  s till not fully re cove re d. This  de mons tra te s  the

urgency for immedia te  action to reduce  power cos ts  tha t will a s s is t Freeport in

continuing to operate  Sierrita  and provide the enormous economic benefit to Pima

County and the  s ta te  of Arizona . In furtherance  of this  immedia te  need, provide

another marke t option for the  Commiss ion to cons ider in addition to the  two joint

buy-through proposa ls  de ta iled in Mr. Kevin Higgins ' Surrebutta l Tes timony on

beha lf of Freeport, Arizonans  for Electric Choice  and Competition ("AECC") and

As TEP's  la rges t re ta il cus tomer, Freeport's  load a t Sie rrita  - opera ting a t

only 75% of capacity - is  s till la rge r than the  entire  program s ize  unde r AECC's

origina l buy-through propos a l, which is  s ize d to be  e quiva le nt to the  Arizona

Public Se rvice  Company ("APS") AG-1 buy-through program. There fore , even if

this  original buy-through proposal is  approved, it might only provide partia l access

to a lte rna tive  ge ne ra tion s upply for S ie rrita , a nd the re fore  limit the  pote ntia l

savings Sierrita needs to best reduce its costs.

C AN YOU P LEAS E C O MMENT O N THE S ETTLEMENT AG R EEMENT

T H AT  W AS C O NC E R NING  THE  C O MP ANY' S  R E VE NUE

REQUIREMENT? S IGN THE S ETTLEMENT

AGREEMENT?

Yes, but not without much hesita tion.

P LEAS E EXP LAIN.

While  the  Revenue  Requirement Se ttiement Agreement ("Se ttlement") provides

TEP an acceptable  re turn, it does  not address  severa l important issues , such as

providing Sierrita  access to market-based generation that it needs to best manage

FENNEMORE CRAIG
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Q-

A.

one of its highest variable costs - electric power. Nonetheless, by resolving a

number of revenue-related issues, the Settlement will allow the parties and the

Commission to focus on this important issue, as well as cost allocation and a

reduction of inter-class subsidies. These are issues that must be resolved if Sierrita

is to have its best chance to continue being the economic resource it has been for

Pima County and the state of Arizona the past several decades. The stakes are

really high for Freeport and the communities it serves.

FREEPORT'S SIERRITA MINING OPERATIONS AND ECONOMIC

IMPACT ON LOCALECONOMY.

A. Background and Overview.

MR. MCELRATH, PLEASE PROVIDE A SUMMARY OF FREEPORT'S

SIERRITA MINING OPERATIONS INPIMA COUNTY.

Sierrita began operations in 1907 as an underground mine, which was converted to

an open pit mine in 1957. In 2015, Freeport employed nearly 1,090 employees,

which had a total impact, ,of nearly 3,210 jobs on the Arizona economy. Operating

at 75% capacity since January 2016, Sierrita currently employs 740 workers. In

2009, Freeport purchased the Twin Buttes copper mine which had ceased

operations in 1994. This mine is adjacent to Sierrita, and can provide significant

synergies in the Sierrita minerals district, including the potential for expanded

mining activities. .»

n

1

2

3
4

5
6
7
8
9

10
11
12

13

14

15
16
17
18

19
20
21
22
23
24
25 | A.
26

Q- HAS AN INDEPENDENT STUDY BEEN CONDUCTED ON THE

ECONOMIC IMPACT THAT FREEPORT'S SIERRITA MINING

OPERATIONS HAVE: HAD ON THE LOCAL ECONOMY AND THE

STATE OF ARIZONA.?:

FENNEMORE CRAIG
A F'RopHss\r>nA1. Con1>oRA'l~1on
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Yes. According to a study by the L. William Seidman Research Institute at

Arizona State University ("ASU Study"), operations at Sierrita generated an
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A.

estimated $250.7 million in economic benefits for Pima County, and approximately

$343.6 million for the state of Arizona in 2015 alone. A chart depicting Sierrita's

impacts on Pima County and Arizona in 2015 is attached hereto as Exhibit 1.

DID THE STUDY PROVIDE THE AMOUNT OF BUSINESS TAXES

FREEPORT PAYS TO PIMA COUNTY ANNUALLY?

Yes it does. Freeport paid nearly $14 million in business tax to Pima County in

2015.

ARE THERE OTHER BENEFITS THAT SIERRITA

RESIDENTS IN PIMA COUNTY BEYOND JOBS, VENDOR PURCHASES

AND TAXES?

Mos t de finite ly. As  a  re s pons ible  corpora te  citize n, Fre e port e nga ge s  in a nd

sponsors  s evera l community outreach programs  and civic events . For ins tance , in

2010 Fre e port e s ta blis he d the  Gre e n Va lle y/S a hua rita  Community Inve s tme nt

Fund, which awarded $577,000 in grants  to various  community nonprofit programs

(i.e . local schools  and food banks) in 2014, and another $555,000 in 2015.

B. Sierrita -_Current Status of Operations..

HOW CLOSE DID FREEPORT COME TO CLOSING ITS OPERATIONS

AT SIERRITA?

Ve ry clos e . Atta che d he re to a s Exhibit 2 to my s urrebutta l te s timony a re  three

pre s s  re lea s ed made  be tween Octobe r 2015 and April 2016. Initia lly, Fre e port

planned a  50% reduction in opera ting volume a t S ierrita  in response  to low copper

a nd molybde num price s  a nd pla nne d a  full curta ilme nt of mining a nd milling

operations once a water management system was developed. In January 2016, due

to stabilized molybdenum market conditions and improved operating performance,

Sierrita revised its planned production curtailment schedule to a 75% curtailment.

IS MANAGEMENT AT TEP AWARE OF HOW CLOSE FREEPORT

PROVIDE TO

1
2
3
4

5

6
7
8 1 Q-
9

10
11 I A.
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14
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17 1 Q.
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19 I A.
20
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A.

FENNEMQRE CRAIG

CAME TO SHUTTING DOWN SIERRITA?

Yes, but it does not seem to concern TEP enough to make any meaningful buy-

through proposal in this rate proceeding to afford Sierrita immediate relief from

high rates. Freeport has tried working with TEP to find solutions that could reduce

the likelihood of further reductions in operations  a t Sierrita , but to no avail. It

appears that a Commission-mandated solution is our only option at this time.

WHAT IS THE CURRENT STATUS OF SIERRITA?

S ie rrita  is  ope ra ting a t the  re duce d production ra te  of 75% of ca pa city. Fre e port

continue s  to ca re fully monitor ope ra ting re s ults  a nd ma rke t conditions  a nd future

production ra te  de cis ions  a t S ie rrita  will be  ba s e d on the s e  fa ctors . Outs ide  o f

la bor cos ts , e ne rgy re pre se nts  S ie rrita 's  se cond la rge s t va ria ble  ope ra ting e xpe nse .

DOES  ACCES S  TO MARKET-BAS ED ALTERNATIVE GENERATION

P LAY A ROLE FOR FREEPORT IN DETERMINING WHERE BEST TO

INVEST THE COMPANY'S RESOURCES?

Ye s . Fre e port's  More nci mine  e xpa ns ion  re a che d  fu ll p roduction  during  QS  o f

2015, a nd Fre e port's  pla nne d Lone  S ta r de ve lopme nt in  S a nford is  progre s s ing.

Mo re n c i a n d  S a n fo rd  a re  s e rve d  b y Mo re n c i W a te r & E le c t r ic  C o m p a n y

("MW &E "),  wh ic h  is  s u p p lie d  p rim a rily  fro m  th e  c o m p e t it ive  g e n e ra t io n

wholesale market. .

TEP HAS PROPOSED AN ECONOMIC DEVELOPMENT RATE (ccEDR»)
TO ENHANCE l ECONOMIC DEVELOP MENT IN  IT S SERVICE

TERRITORY. WHAT KIND OF INCENTIVES WILL THE EDR PROVIDE

FREEPORT [Ni .,DECIDING WHERE TO MAKE CONTINUED

INVES TMENTS ? : '

Absolutely none. An EDR may have some minimal success in attracting new or

e xpa nde d  ope ra tions  fo r comme rc ia l a nd  indus tria l cus tome rs ,  bu t S ie rrita  is

6
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A.
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A.

neither new, nor a re  opera tions  expanding. Further, EDR savings  decline  over a

short numbe r of ye a rs  a nd de fa ult into the  a pplica ble  re ta il ta riff; while  mining

inves tments  have  a  much longer horizon. Freeport pre fe rs  to have  competitive

choice in its generation supply as this is a far superior customer tool than an EDR.

DO E S  F R E E P O R T HAVE  ANY P LANS  TO  F UR THE R  R E DUC E  ITS

OP ERATIONS  AT S IERRITA?

Freeport continues to carefully monitor operating results and market conditions and

future production rate decisions will be based on these factors.

SO S IERRITA WERE COMP LETELY S HUT

O P E R ATIO NS ,  THE  LIKE LIHO O D IT  WO ULD B E  R E -S TAR TE D IS

LOW?

A res ta rt would be  dependent on favorable  marke t and opera ting conditions  tha t

would jus tify the  inve s tme nt of re -e s ta blis hing the  workforce , re pla ce  los t

equipment and all other expenses associated with bringing a mining operation back

into production. Lcannot s tre ss  enough the  importance  of providing Sicrrita  with

the tools necessary to manage its energy costs, such as buy-through programs that

allow for access to market generation,

Eve ry pe nny counts , a nd Fre e port's  de cis ions  conce rning whe re  to focus  its

investment dollars  or a  world-wide stage can turn on the slightest of margins.

C HO IC E AND MARKET BAS ED GENERATION

A. Background and ove rvie w.

DOES  FREEP ORT S UP P ORT THE  IMP LE ME NTATIQ N O F C HO IC E

AND CO MP ETITIO N IN GENERATION S UP P LY HERE IN ARIZONA?

Yes . Not only is  access  to competitive  genera tion the  s ta ted public policy o f the

s ta te  of Arizona , but the  Arizona  Corpora tion Commis s ion's  own Five  Ye a r

S tra te g ic  P la n  fo r 2 0 1 4 -2 0 1 9  c a lls  "To  p ro mo te  th e  tra n s itio n  o f th e;

8
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Q. COMMIS S ION BEEN P ROMOTING A TRANS ITION TO

A.

te lecommunications and e lectricity genera tion markets  from the  current regula ted

monopoly structure  to one of competition while ensuring safe and reliable service."

[Emphasis added]. See attached hereto.

H AS  T H E

C O MP E TITIO N IN ELECTRICITY GENERATION?

The Commiss ion did approve  a  se ttlement agreement in APS' last ra te  case  that

included the  AG-.1 Ta riff. However, the  Commiss ion has  done  nothing s ince  to

provide  la rge  customers  access  to competitive  markets  in e lectricity genera tion

e ve n on a  limite d ba s is  - outs ide  of AG-1. In fa ct, it a ppe a rs  tha t Arizona  is

moving in the  opposite  direction.

Q- CAN YOU BE MORE S P ECIFIC REGARDING YOUR CONTENTION

THAT ARIZONA IS  MOVING IN THE OPPOSITE DIRECTION?

A.

1

2
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5
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7

8

9

10
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16

17

18

19

20

21

22

23

24

25

26

Certainly. In Docket No. E-00000V-15-0094 [In the Matter of Resource Planning

and Procuremcntin 2015 and 2016], the Commission is considering integrated

re source  plans  ("IP") submitted by TEP , APS  and UNSE. Each of these

regulated utilities ' plans 'include load growth forecasts, and the need to acquire

and/or construct new generation facilities to serve such growth on a long-term

basis.

As a customer of TEP, Freeport will be expected to pay for the acquisition

or construction of new generation facilities that the Commission considers "used

a nd us e ful" a s . a  re s ult of a  ra te  ca s e , which is  a  ve ry like ly e ve nt whe n

"acknowledged'*' by the-Commiss ion as  a  result of the  IP  process . Freeport

submitted written comments  in the  IP  docke t a rguing tha t a llowing la rge ,

sophisticated users to. 'opt-out" and purchase electricity from the competitive

market should be considered as an alternative to new generation. By ensuring that

a ll re source  a lte rna tive s  a re  cons ide red, including opt-out programs , the

\

FENNEMORE CRAIG
A Prwvvvsslrmnl,CouvoRn1'lon

!*nomt4lx
Q I 8

8 i 4 *H

H N Ill llllllll



'~s

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17 A.

18

19

20

21

22

23

24

25

26

Q.

Commission can evaluate those that may primarily benefit ratepayer impacts and/or

economic growth, and not just the alternatives which primarily support a utility's

profits. The IP process should specifically consider the role that opt-out can play

in mitigating the need for supply-side resources.

Additionally, increasing regulatory mandates in renewable generation

ignores the role that competitive markets can play in promoting growth for the

renewable industry. Instead of a mandate that further empowers incumbent utilities

to add more costs for consumers, a move to a competitive generation market would

allow all classes of customers to choose up to 100% of their generation from

renewable energy. Competitive renewable providers could in turn build generation

supply to meet this demand. For instance, in his Direct Testimony, Wal-Mart

Stores, Inc.'s witness Chris Hendrix testif ies that his company would like to

purchase more renewables than the amount currently included in TEP's resource

\]'1iX»I

BUT WOULD A COMPETITIVE GENERATION

AFFECT TEP'SCURRENT GENERATION RESOURCES?

According to Mr. Hutchens, TEP will have future generation capacity needs of

approximately 400MW beginning in 2018? I am especially interested in his

statement that continuing to rely on coal as a primary fuel source is just not a viable

long-run strategy for TEP or its customers. Industrial customers like Freeport can

complement TEP's long-term strategy to reduce its reliance on coal by an opt-out

program, by removing generation load from the equation, thus allowing TEP to

accelerate retirement of.its coal units without a need to immediately replace them.

While this may be anrjalternative for 2018, Sierrita requires a more immediate

HOW MARKET

3

1 Direct Testimony on Rate Design and Cost of Service of Chris Hendrix, at p. 8.

2 Rebuttal Testimony of David Hutchins at p. 9-10.
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solution for cost savings.

BUT IS N'T RELIANCE ON THE MARKET FOR GENERATION A RIS KY

P ROP OS ITION FOR LARGE CUS TOMERS ?

Ye s , jus t a s  the  ma rke t ca n be  a  ris ky propos ition for TEP . Fre e port is  a

s ophis tica te d  us e r o f e le c tric ity, with  a ffilia te s  tha t inc lude  Commis s ion

juris dictiona l e le ctric utilitie s  a nd a n inde pe nde nt powe r ma rke te r with FERC

Exe mpt Whole s a le  Ge ne ra tor s ta tus  a nd ove r 20 ye a rs  of ge ne ra tion ma rke t

contracting experience  in South America , where  competitive  genera tion supply is

the  rule  for indus tria l cus tomers . The  opportunity for Freeport to se lf-supply its

Arizona  ope ra tions  a t S ie rrita  ca n  minimize  the  ris k to  TEP 's  o the r re ta il

cus tome rs , a nd a llow for the  a lignme nt of commodity ris k profile s  to  me e t

Freeport's  short and long-term objectives. By contrast, the  current misalignment of

ris ks  be twe e n Fre e port's  inputs  a nd outputs  puts  TEP 's  re ve nue s  a nd the

communitie s  Fre e port ope ra te s  in a t risk due  to furthe r curta ilme nt or closure .

Furthe rmore , a s  a  ta riff cus tomer, if Sie rrita  closes  or curta ils  furthe r - it will a lso

be faced with a  demand ra tchet of 75% for e leven (ll) months afterwards.

DOES F R E E P O R T  HAVE  A S P E C IF IC  P R O P O S AL G IVING

S IERRITA ACCES S  TO THE COMP ETITIVE GENERATION MAR KE T?

Yes. The solution Freeport is  proposing at this  time is  modeled after the Franchise

Agre e me nt ("Agre e me nt") a mong Phe lps  Dodge  Sa fford, Inc. ("PD Sa nford"),

MW&E a nd Gra ha m County Ele ctric Coope ra tive , Inc. ("Gra ha m") re ga rding

electric service  to Freeport's  mining operations in Safford, Arizona.

FRANCHIS E AGREEMENT.

A. Ove rvie w .9tProposa l

P LE AS E  S UMMAR IZE  THE  B AS IS  O F  F R E E P O R T' S  P R O P O S AL IN

THIS  P ROCEEDING.

10



A. Freeport is proposing to utilize a model already approved by the Commission in

2006, which involved Freeport's PD Sanford mine, MW&E and Graham County

Electric Cooperative, Inc. ("Graham"). That arrangement involved the

development of a mine at Safford, Arizona by PD Sanford. This mine was located

in Graham's service area and the parties entered into a Service Territory Franchise

Agreement ("Agreement") which enabled MW&E to provide power to PD Sanford

for its mining operations. The Agreement was subsequently approved by the

Commis s ion on De ce mbe r 21, 2006.

Q.

A.

Q,

l

A.

Q-

A.

3:

UNDER THE AGREEMENT, WHO P ROVIDES  OR ARRANGES  FOR ALL

E LE C TR IC TRANS MIS S ION AND DIS TRIBUTIO N LINES AND

S UBS T AT IO NS  F AC ILIT IE S  R E Q UIR E D IN C O NNE C T IO N W IT H

S ERVING P D S AFFORD?

P D S a nford ma de  a rra nge me nts  for a ll fa cilitie s  to conne ct the  P D S a nford

dis tribution s ys te m within the  tra ns mis s ion s ys te m, including me te ring a nd

communica tion facilitie s .

DO E S  P D S AF F O R D O W N, O P E R ATE  AND MAINTAIN THE  P O W E R

DIS TR IBUTIO N S YS TE M F AC ILITIE S  W ITHIN THE  P D S AF F O R D

AREA?

Yes.

DID MW &E  AR R ANG E  F O R  AN INT E R C O NNE C T IO N W IT H T HE

E LE C TR IC AL TRANS MIS S ION F AC ILITIE S O F S OUTHWES T

TRANS MIS S ION COOP ERATIVE?

Yes. Those interconnection facilities provided access to wholesale market supplies

of power and ene rgy to accommoda te  PD Sanford. MW&E ente red into se rvice

a gre e me nts  for both firm a nd non-firm tra ns mis s ion s e rvice s  from Southwe s t

Transmission.
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A.

DID THE FRANCHISE AGREEMENT CONTAIN A TERMPERIOD?

Ye s . It wa s  for a n initia l pe riod of te n ye a rs  a nd could continue  in e ffe ct for

subsequent five (5) year extension periods beyond the initial period unless and until

te rmina ted by one  of the  parties  providing a t leas t one  year and one  day written

notice  in a dva nce  of the  e nd of the  initia l fra nchis e  pe riod or a ny s ubs e que nt

pe riod.

IS THERE ANY FRANCHIS E CHARGE TO BE P AID TO GRAHAM BY

MW&E?

Yes .

HAVE  YO U ATTAC HE D A F O R M THAT C O ULD B E  US E D AS  A

FRANCHISE AGREEMENT IN THIS PROCEEDING?

Yes . Exhibit 4 could be  used a s  a  poss ible  forma t for a  franchise  agreement

between MW&E and TEP as a  result of this proceeding.

B. Be ne fits of a Fra nchise  Agre e me nt

WOULD YOU EXP LAIN THE BENEFITS THAT WOULD RESULT FROM

THE EXECUTION OF A S IMILAR FRANCHISE AGREEMENT

INVOLVING TEP, MW&E AND FREEPORT?

Yes. I may be  repea ting some  of my ea rlie r comments  with the  following

comments, However, I want to reemphasis  the  points .

Firs t, the  a rra nge me nt would e na ble  Fre e port to purcha s e  powe r a t a

compe titive  marke t price , which today is  much le ss  than TEP's  re ta il genera tion

supply. As I have previously testified, energy is  Freeport's  second largest variable

e xpe nse . Fre e port s e lls  its  commodity products  on the  world ma rke t a t ma rke t

price . It doe s  not s e t tha t s a le s  price  a nd ca n only impa ct tha t price  by cutting

production in low price  pe riods  or incre a s ing production in high price  pe riods .

Freeport can only work to control its  production costs .
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Second, Freeport's ability to sell its product on the world market, at a price

in excess of its production costs, enables it to be able to continue to operate the

Sierrita Mine. However, I would like to again point out that Freeport operates a

number of mines around the world an on a price per pound of copper produced

basis, Sierrita's power costs are among the highest. Sierrita's ability to maintain

operations is heavily dependent on its cost structure and energy is a significant

component of their costs.

Third, by keeping the Sierrita Mine operating, Freeport will:

1. Continue to be able to employ employees from the Tucson area.

2. Continue to be able to purchase supplies from merchants in the

Tucson area.

Continue to be able to employ services of companies in the Tucson

area.

Continue to be able to pay taxes to the County and State.

Continue to be able to provide employees and funds in support of

civic and charitable community activities in the Tucson area.

Fourth, by keeping costs as low as possible at Sierrita, die mine will still be

contributing to TEP's fixed costs. Additionally, TEP would continue to provide

electric service and receive revenue from Sierrita employees, as well as Tucson

merchants who provide goods and/or services.

SO T O CLARIFY,  T HE FRANCHISE AGREEMENT  OPT ION YOU ARE

SPONSORING TODAY IS  IN ADDIT ION TO THE TWO BUY-THROUGH

P R O G R A M OPTIONS ADDRESSED IN MR.  HIGGINS'  SURREBUTTAL

T EST IMONY? -

Yes, Freeport considers a franchise agreement between M W & E and TEP to be a

third option for the Commission to consider. The two buy-through proposals
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Q:

A:

addressed by Mr. Higgins can be important long-term tools for TEP's commercial

and industrial customers to manage costs through market choice and competition.

And while the third proposal I make herein provides the most practical relief for

Sierrita, nothing does nor should preclude the Commission from taking both a short

and long-term approach in transitioning towards a competitive market in

generation, as evidenced by its own strategic plan.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Indirect Impact
$79.4 Million

Direct Impact
$198.4 Million

Indirect Impact
$145.2 Million

8 : l=nsepnlrr- Mclvlokau

IMPACT OF SSERRITA OPERATIONS on THE ECONOMY
OF PIMA CGUNTY AND AR!ZONA UP 201.

Sierrita Operations' Impact on Pima County

Compensation
$115.1 MM

Business Taxes
$t3.9 M M

Vendor Purchases
$42.3 MM

Direct Impact
$171.3 Mil l ion

4:

Spending by
Employees
$33.0 MM

had a rippling effect...

Spending from New
Tax Revenues

$25.7 MM

Vendor
Purchases
$20.7 MM

Freeport-McmoRan's Sierrita mine
generated an estimated $250.7 million
in economic benefits for Pima County
and approximately $348.6 million for
Arizona in 201S.

Sierrita Operations' Impact on Arizona

Compensation
$124.0 MM

Business Taxes
$15.4 M M

Vendor Purchases
$59.0 MM

Freeport-mcMoRan contributes In
many ways to the sustainability of
the various communities, counties
and states in which we operate. They
rely heavily on the economic benefits
directly and indirectly provided by
our various operations in the form of
wages and taxes we pay as well as
the goods and services we purchase.
This direct spending ripples through
the economy, inducing additional
economic benefits and contributing to
more lobs and greater tax revenues.

v
Spending by
Employees
$44.8 MM

had a rippling effect...

Spending from New
Tax Revenues

$55.6 MM

The charts to the left explain how
Slerrita provides such a boost to the
county and state economies.

Vendor
Purchases
$43.8 MM

Freeport-McMoRan's Slerrlta mine
had more than 7,090 employees at
the end of2015 and a total Impact
of nearly 3,270 jobs on Arizona's

economy.

All economic impact numbers were produced
by the L. William Seidman Research
Institute, Arizona State University.

fcx.com
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333 North Central Avenue Phoenix, AZ 85004 Flnanclal Contacts:
Kathleen L. Quirk
(602) 366-8016

David p. Jolnt
(504) 582-4203

Media Contact'

Eric E. Kinneberg
(602) 368-7994

Freeport-McMoRan
Reports Third-Quarter and Nine-Month 2015 Results

- Net loss attributable to common stock totaled $3.8 billion, $3.58 per share, for third-quarter 2015. After adjusting
for net charges totaling $3.7 billion, $3.43 per share, third-quarter 2015 adjusted net loss attributable to common
stock totaled $156 million, $0.15 per share.

Consolidated sales totaled 1.0 billion pounds of copper, 294 thousand ounces of gold, 23 million pounds of
molybdenum and 13.8 million barrels of oil equivalents (MMBOE) for third-quarter 2015, compared with 1.1 billion
pounds of copper, 525 thousand ounces of gold, 22 million pounds of molybdenum and 12.5 MMBOE for third-
quarter 2014.

- Consolidated sales for the year 2015 are expected to approximate 4.1 billion pounds of copper, 1.2 million
ounces of gold, 90 million pounds of molybdenum and 52.7 MMBOE, including 1.1 billion pounds of copper, 310
thousand ounces of gold, 21 million pounds of molybdenum and 13.3 MMBOE for foul~th-quarter 2015.

* Average realized prices were $2.38 per pound for copper, $1,117 per ounce for gold and $55.88 per barrel for
oil (including $11 .03 per barrel for cash gains on derivative contracts) for third-quarter 2015.

- Consolidated unit net cash costs for third-quarter 2015 averaged $1 .52 per pound of copper for mining
operations and $18.85 per barrel of oil equivalents (BOE) for oil and gas operations.

- Operating cash flows totaled $822 million (including $501 million in working capital sources and changes in
other tax payments) for third-quarter 2015. Based on current sales volume and cost estimates and assuming
average prices of $2.40 per pound for copper, $1 ,150 per ounce for gold, $5.50 per pound for molybdenum and
$50 per barrel for Brent crude oil for fourth-quarter 2015, operating cash flows are expected to approximate $3.3
billion for the year 2015. Using similar price assumptions, operating cash flows are expected to approximate $6.8
billion for the year 2016.

- Capital expenditures totaled $1 .s billion for third-quarter 2015, including $0.6 billion for major projects at mining
operations and $0.7 billion for oil and gas operations. Capital expenditures are expected to approximate $6.3
billion for the year 2015, including $2.5 billion for major projects at mining operations and $2.8 billion for oil and
gas operations. Capital expenditures are expected to approximate $4.0 billion for the year 2016.

The Cerro Verde expansion project commenced operations in September 2015 and is expel:ted to achieve full
rates by early 2016.

- in third-quarter 2015, FCX announced revised capital and operating plans in response to market conditions.
The revised plans include significant reductions in planned capital expenditures, production curtailments and cost
reductions. FCX also announced today additional actions to further curtail copper and molybdenum production.

- FCX has sold 114.8 million shares of its common stock and generated gross proceeds of $1.2 billion under its at-
the-market equity programs, including 97.5 million shares and gross proceeds of $1.0 billion during third-
quarter 2015.

- At September 30, 2015, consolidated debt totaled $20.7 billion and consolidated cash totaled $338 million.

I In October 2015, FOX announced it is undertaking a review of i ts oil and gas business to evaluate strategic
alternatives designed to enhance value to FCX shareholders and achieve self-funding of the oil and gas business
from its cash flows and resources.

- In October 2015, the Indonesian government provided assurances to PT Freeport Indonesia on its long-term
mining rights.

Freeport-McMoRan 1
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Third-quarter 2015 consolidated molybdenum sales of 23 million pounds approximated the July 2015

estimate and the third~quarter 2014 sales of 22 million pounds.

Third-quarter 2015 sales from oil and gas operations of 13.8 MMBOE, including 9.3 million barrels
(MMBbls) of crude oil, 22.8 billion cubic feet (Bcf) of natural gas and 0.7 MMBbls of natural gas liquids (NGLs),
approximated the July 2015 estimate of 13.6 MMBOE and were higher than third-quarter 2014 sales of 12.5
MMBOE, primarily reflecting higher volumes in the GOM, partly offset by lower volumes in California.

Consolidated sales for the year 2015 are expected to approximate 4.1 billion pounds of copper, 1.2 million
ounces of gold, 90 million pounds of molybdenum and 52.7 MMBOE, including 1.1 billion pounds of copper, 310
thousand ounces of gold, 21 million pounds of molybdenum and 13.3 MMBOE for fourth-quarter 2015. Projected
2015 sales volumes are approximately 130 million pounds of copper and 90 thousand ounces of gold below the
July 2015 estimates reflecting revised operating plans and ongoing El Nico weather conditions in indonesia. With
the completion of the Cerro Verde expansion project and access to higher grade ore at Grasberg in 2016, FCX
expects sales volumes to approximate 5.2 billion pounds of copper for the year 2016.

Consolidated Unit Costs

Mining Unit Net Cash Costs. Consolidated average unit net cash costs (net of by-product credits) for FCX's
copper mines of $1 .52 per pound of copper in third-quarter 2015 were higher than unit net cash costs of $1 .34 per
pound in third-quarter 2014, primarily reflecting lower by-product credits, partly offset by lower site production and
delivery costs mostly associated with higher volumes in North America.

Assuming average prices of $1 ,150 per ounce of gold and $5.50 per pound of molybdenum for fourth-
quarter 2015 and achievement of current sales volume and cost estimates, consolidated unit net cash costs (net of
by-product credits) for copper mines are expected to average $1 .52 per pound of copper for the year 2015.
Quarterly unit net cash costs vary with fluctuations in sales volumes and average realized prices (primarily gold and
molybdenum prices). The impact of price changes for fourth~quarter 2015 on consolidated unit net cash costs would
approximate $0.006 per pound for each $50 per ounce change in the average price of gold and $0.003 per pound
for each $2 per pound change in the average price of molybdenum.

Unit net cash costs are expected to decline significantly in 2016, principally reflecting higher anticipated
copper and gold volumes. Using the same metals price assumptions and assuming achievement of current sales
volume and cost estimates, consolidated unit net cash costs (net of by-product credits) for copper mines are
expected to average $1 .15 per pound of copper for the year 2016.

Oil and Gas Gash Production Costs per BOE. Cash production costs for oil and gas operations of $18.85
per BOE in third-quarter 2015 were lower than cash production costs of $20.93 per BOE in third-quarter 2014,
primarily reflecting lower production costs in California related to reductions in well workover expense and steam
costs.

Based on current sales volume and cost estimates for fourth-quarter 2015, cash production costs are
expected to approximate $19 per BOE for the year 2015.

M:NING OPERi5sTIONS

North America Copper Mines. FCX operates seven open-pit copper mines in North America Morenci, Bagdad,
Safford, Sierrita and Miami in Arizona, and Chino and Tyrone in New Mexico. All of the North America mining
operations are wholly owned, except for Morenci. FCX records its 85 percent joint venture interest in Morena using
the proportionate consolidation method. In addition to copper, molybdenum concentrates and silver are also
produced by certain of FCX's North America copper mines.

~C}perating and Dev:-;)lopmentActivities. FCX has significant undeveloped reserves and resources in North
America and a portfolio of potential long-term development projects. In the near term, FCX is deferring developing
new projects as a result of current market conditions. Future investments will be undertaken based on the results of
economic and technical feasibility studies, and market conditions.

The Morenci mill expansion project commenced operations In May 2014 and successfully achieved full
rates in second-quarter 2015. The project expanded mill capacity from 50,000 metric tons of ore per day to
approximately 115,000 metric tons of ore per day, which results in incremental annual production of approximately
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NYSE.
225 million pounds of copper and an improvement in Morenci's cost structure. Morenci's copper production is
expected to average 900 million pounds per year over the next five years.

FCX's revised plans for its North America copper mines incorporate reductions in mining rates to reduce
operating and capital costs, including the suspension of mining operations at the Miami mine (which produced 33
million pounds of copper for the first nine months of 2015), a 50 percent reduction in mining rates at the Tyrone
mine (which produced 65 million pounds of copper for the first nine months of 2015), a 50 percent reduction in
operating rates at the Sierrita mine (which produced 140 million pounds of copper and 17 million pounds of
molybdenum for the first nine months of 2015) as well as adjustments to mining rates at other North America mines.
The revised plans at each of the operations incorporate the impacts of lower energy, acid and other consumables,
reduced labor costs and a significant reduction in capital spending plans. These plans will continue to be reviewed
and additional adjustments may be made as market conditions warrant.

Operating Data. Following is a summary of consolidated operating data for the North America copper
mines for the third quarters and first nine months of 2015 and 2014:

Three Months Ended
September 30,

2015 2014

Nine Months Ended
September 30,

2015 2014
Copper (millions of recoverable pounds)

Production
Sales
Average realized price per pound $

499
483
2.42 $

423
436

3.17 $

1,420
1,441
2.59 $

1 .203
1 ,230
3.19

Molybdenum (millions of recoverable pounds)
Production' 9 8 28 25

Unit net cash costs per pound of copper"
Site production and delivery, excluding adjustments
By-product credits
Treatment charges
Unit net cash costs

$ 1.68
(0.12)
0.12
1.68

$ 1.83
(0.26)
0.11
1.68

$ $ 1.86
(0.25)
0.11
1.72$ .L $

1.76
(0.15)
0.12
1.73 $

a. Refer to summary operating dataon page 5 for FCX'sconsolidatedmolybdenum sales, which includes sales of
molybdenum produced at the North America copper mines.

b. For a reconciliation of unit net cash costs per pound to production and delivery costs applicable to sales reported in FCX's
consolidated financial statements, refer to the supplemental schedules, "Product Re venues and Production Costs, "
beginning on page XIV which are available on Fox's website, 'Tcx.com. "

North America's consolidated copper sales volumes of 483 million pounds in third-quarter 2015 were higher
than third-quarter 2014 sales of 436 million pounds, primarily reflecting higher milling rates and ore grades at
Morenci and Chino, and higher ore grades at Safford. North America copper sales are estimated to approximate
1.95 billion pounds for the year 2015, compared with 1.66 billion pounds in 2014.

Average unit net cash costs (net of by-product credits) for the North America copper mines were $1 .68 per
pound of copper in both the third quarters of 2015 and 2014, with favorable impacts from higher volumes offset by
lower by-product credits. Average unit net cash costs (net of by-product credits) for the North America copper mines
are expected to approximate $1 .70 per pound of copper for the year 2015, based on current sales volume and cost
estimates and assuming an average molybdenum price of $5.50 per pound for fourth-quarter 2015. North America's
average unit net cash costs for fourth-quarter 2015 would change by approximately $0.004 per pound for each $2
per pound change in the average price of molybdenum.
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Net loss attributable to common stock totaled $4.1 billion, $3.47 per share, for fourth-quarter 2015 and $12.2
billion, $11 .31 per share, for the year 2015. After adjusting for net charges totaling $4.1 billion, $3.45 per share,
for fourth-quarter 2015 and $12.1 billion, $11.23 per share, for the year 2015, adjusted net loss totaled $21
million, $0.02 per share, for fourth-quarter 2015 and $89 million, $0.08 per share, for the year 2015.

Consolidated sales totaled 1.15 billion pounds of copper, 338 thousand ounces of gold, 20 million pounds of
molybdenum and 13.2 million barrels of oil equivalents (MMBOE) for fourth-quarter 2015 and 4.07 billion pounds
of copper, 1.25 million ounces of gold, 89 million pounds of molybdenum and 52.6 MMBOE for the year 2015.

Consolidated sales for the year 2016 are expected to approximate 5.1 billion pounds of copper, 1.8 million
ounces of gold, 73 million pounds of molybdenum and 57.6 MMBOE, including 1.1 billion pounds of copper, 200
thousand ounces of gold, 19 million pounds of molybdenum and 12.4 MMBOE for first-quarter 2016.

Average realized prices were $2.18 per pound for copper, $1 ,067 per ounce for gold and $48.88 per barrel for
oil (including $11.39 per barrel for cash gains on derivative contracts) for fourth-quarter 2015.

Consolidated unit net cash costs averaged $1.45 per pound of copper for mining operations and $16.17 per
barrel of oil equivalents (BOE) for oil and gas operations for fourth-quarter 2015. Consolidated unit net cash costs
are expected to average $1.10 per pound of copper for mining operations and $15 per BOE for oil and gas
operations for the year 2016.

Operating cash flows totaled $612 million for fourth-quarter 2015 and $3.2 billion (including $0.4 billion in
working capital sources and changes in other tax payments) for the year 2015. Based on current sales volume
and cost estimates and assuming average prices of $2.00 per pound for copper, $1 ,100 per ounce for gold, $4.50
per pound for molybdenum and $34 per barrel for Brent crude oil, operating cash flows for the year 2016 are
expected to approximate $3.4 billion (net of $0.6 billion in idle rig costs).

Capital expenditures totaled $1 .3 billion for fourth-quarter 2015 (including $0.6 billion for major projects at
mining operations and $0.5 billion for oil and gas operations) and $6.35 billion for the year 2015 (including $2.4
billion for major projects at mining operations and $3.0 billion for oil and gas operations). Capital expenditures for
the year 2016 are expected to approximate $3.4 billion, including $1 .4 billion for major projects at mining
operations and $1 .5 billion for oil and gas operations, and excluding $0.6 billion in idle rig costs.

in response to further weakening in market conditions in fourth-quarter 2015 and early 2016, FCX today
announced additional initiatives to accelerate its debt reduction plans and is actively engaged in
discussions with third parties regarding potential transactions. These initiatives follow a series of actions taken
during 2015 to reduce costs and capital spending to strengthen FCX's financial position.

Since August 20th, FCX has sold 210 million shares of its common stock and generated gross proceeds of
approximately $2 billion under its at-the~market equity programs.

At December 31, 2015, consolidated debt totaled $20.4 billion and consolidated cash totaled $224 million. At
December 31, 2015, FCX had no amounts drawn under its $4.0 billion credit facility.

Freeport-McMoRan
Reports Fourth-Quarter and Year Ended December 31, 2015 Results

£183

Financial Contacts:
Kathleen L. Quirk
(602) 366-8016

Dav ld P. Jolnt
(504) 582-4203

Media Contact:
Eric E. Kinneberg
(602)366-7984
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Fourth-quarter 2015 sales from oil and gas operations of 13.2 MMBOE, including 9.0 million barrels

(MMBbls) of crude oil, 21 .5 billion cubic feet (Bcf) of natural gas and 0.6 MMBbls of natural gas liquids (NGLs),
approximated the October 2015 estimate and were higher than fourth-quarter 2014 sales of 12.1 MMBOE, primarily
reflecting higher volumes in the GOM, partly offset by lower volumes in California.

Consolidated sales for the year 2016 are expected to approximate 5.1 billion pounds of copper, 1.8 million
ounces of gold, 73 million pounds of molybdenum and 57.6 MMBOE, including 1.1 billion pounds of copper, 200
thousand ounces of gold, 19 million pounds of molybdenum and 12.4 MMBOE in first-quarter 2016. Anticipated
higher grades from Grasberg in the second half of 2016 are expected to result in approximately 55 percent of
consolidated copper sales and 75 percent of consolidated gold sales to occur in the second half of the year.

Consolidated Unit Costs

Mining Unit Net Cash Costs. Consolidated average unit net cash costs (net of by-product credits) for FCX's
copper mines of $1.45 per pound of copper in fourth-quarter 2015 were lower than unit net cash costs of $1 .47 per
pound in fourth-quarter 2014, primarily reflecting lower site production and delivery costs mostly associated with
higher sales volumes and the impacts of revised operating plans, partly offset by lower by-product credits.

unit net cash costs for 2016 are expected to decline significantly from 2015, principally reflecting higher
anticipated copper and gold volumes, the impact of lower energy and other input costs, and cost reduction
initiatives. Assuming average prices of $1 ,100 per ounce of gold and $4.50 per pound of molybdenum for 2016 and
achievement of current sales volume and cost estimates, consolidated unit net cash costs (net of by-product
credits) for copper mines are expected to average $1 .10 per pound of copper for the year 2016. Quarterly unit net
cash costs vary with fluctuations in sales volumes and average realized prices (primarily gold and molybdenum
prices). The impact of price changes on 2016 consolidated unit net cash costs would approximate $0.015 per
pound for each $50 per ounce change in the average price of gold and $0.015 per pound for each $2 per pound
change in the average price of molybdenum.

Oil and Gas Cash Production Costs per BOE. Cash production costs for oil and gas operations of $16.17
per BOE in fourth-quarter 2015 were lower than the cash production costs of $21.93 per BOE in fourth-quarter
2014, primarily reflecting higher volumes in Deepwater GOM, and lower maintenance and repair costs in both
Deepwater GOM and California. Based on current sales volume and cost estimates, cash production costs are
expected to approximate $15 per BOE for the year 2016. Lower cash production costs in 2016 primarily reHect
increased production from the Deepwater GOM and cost reduction efforts.

MINING OPERATIONS

North America Copper Mines. FCX operates seven open-pit copper mines in North America - Morenci, Bagdad,
Safford, Sierrita and Miami in Arizona, and Chino and Tyrone in New Mexico. All of the North America mining
operations are wholly owned, except for Morenci. FCX records its 85 percent joint venture interest in Morena using
the proportionate consolidation method. In addition to copper, molybdenum concentrates and silver are also
produced by certain of FCX's North America copper mines.

Qperating and DeveloprnentAciivifies. FCX has significant undeveloped reserves and resources in North
America and a portfolio of potential long-term development projects. In the near term, FCX is deferring developing
new projects as a result of current market conditions. Future investments will be undertaken based on the results of
economic and technical feasibility studies and market conditions.

The Morenci mill expansion project, which commenced operations in May 2014, successfully achieved full
rates in second-quarter 2015. The project expanded mill capacity from 50,000 metric tons of ore per day to
approximately 115,000 metric tons of ore per day, which results in incremental annual production of approximately
225 million pounds of copper and an improvement in Morenci's cost structure. Morenci's copper production is
expected to average approximately 900 million pounds per year over the next five years.

FCX's revised plans for its North America copper mines incorporate reductions in mining rates to reduce
operating and capital costs, including the previously announced suspension of mining operations at the Miami mine
(which produced 43 million pounds of copper for the year 2015), planned shutdown of the Sierrita mine (which
produced 189 million pounds of copper and 21 million pounds of molybdenum for the year 2015), 50 percent
reduction in mining rates at the Tyrone mine (which produced 84 million pounds of copper for the year 2015) and
adjustments to mining rates at other North America mines. The revised plans at each of the operations incorporate
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Freeport-McMoRan
Reports First-Quarter 2016 Results
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Net loss attributable to common stock totaled $4.2 billion, $3.35 per share, for first-quarter 2016. After
adjusting for net charges totaling $4.0 billion, $3.19 per share, first-quarter 2016 adjusted net loss
attributable to common stock totaled $197 million, $0.16 per share.

Consolidated sales totaled 1.1 billion pounds of copper, 201 thousand ounces of gold, 17 million pounds of
molybdenum and 12.1 million barrels of oil equivalents (MMBOE) for first-quarter 2016, compared with 960
million pounds of copper, 263 thousand ounces of gold, 23 million pounds of molybdenum and 12.5 MMBOE
for first-quarter 2015.
The Cerro Verde expansion project reached full production capacity in first-quarter 2016, and Cerro Verde
is on track to produce over 1 billion pounds of copper for the year 2016.
Consolidated sales for the year 2016 (adjusted for the anticipated closing of the Morenci transaction in
second-quarter 2016) are expected to approximate 5.0 billion pounds of copper, 1.85 million ounces of gold,
71 million pounds of molybdenum and 54.4 MMBOE, including 1.15 billion pounds of copper, 195 thousand
ounces of gold, 19 million pounds of molybdenum and 13.5 MMBOE for second-quarter 2016.
Average realized prices were $2.17 per pound for copper, $1 ,227 per ounce for gold and $29.06 per barrel
for oil for first-quarter 2016.
Consolidated unit net cash costs averaged $1 .38 per pound of copper for mining operations and $15.85
per barrel of oil equivalents (BOE) for oil and gas operations for first-quarter 2016. Consolidated unit net
cash costs for the year 2016 are expected to average $1.05 per pound of copper for mining operations and
$15 per BOE for oil and gas operations.
Operating cash flows totaled $740 million (including $188 million in working capital sources and changes
in other tax payments) for first-quarter 2016. Based on current sales volume and cost estimates and
assuming average prices of $2.25 per pound for copper, $1 ,250 per ounce for gold, $5 per pound for
molybdenum and $45 per barrel for Brent crude oil for the remainder of 2015, operating cash flows for the
year 2016 are expected to approximate $4.8 billion (including $0.8 billion in working capital sources and
changes in other tax payments),
Capital expenditures totaled $982 million for first-quarter 2016, consisting of $459 million for mining
operations (including $350 million for major projects) and $523 million for oil and gas operations. Capital
expenditures are expected to approximate $3.3 billion for the year 2016, consisting of $1 .8 billion for mining
operations (including $1 .4 billion for major projects) and $1 .5 billion for oil and gas operations.
At March 31, 2016, consolidated debt totaled $20.8 billion and consolidated cash totaled $331 million. At
March 31, 2016, FCX had $3.0 billion available under its $3.5 billion credit facility.
During first-quarter 2016, FCX entered into agreements to sell an additional 13 percent ownership in
Morencl and to sell an interest In the Tlmok exploration project in Serbia for aggregate consideration of
$1 .3 billion. in addition, in April 2016, FCX entered into an agreement to sell certain oil and gas royalty
interests for $0.1 billion. These transactions are expected to close in second-quarter 2016.
FCX continues to advance discussions for the sale of certain Interests in its mining and oil and gas
assets to accelerate its debt reduction initiatives. FCX expects to achieve additional progress during
second-quarter 2018.
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Consolidated sales for the year 2016 are expected to approximate 5.0 billion pounds of copper, 1.85 million
ounces of gold, 71 million pounds of molybdenum and 54.4 MMBOE, including 1.15 billion pounds of copper, 195
thousand ounces of gold, 19 million pounds of molybdenum and 13.5 MMBOE for second-quarter 2016. Projected
consolidated copper sales have been adjusted for the anticipated closing of the Morenci transaction in second-
quarter 2016. Anticipated higher grades from Grasberg in the second half of 2016 are expected to result in
approximately 55 percent of consolidated copper sales and 80 percent of consolidated gold sales to occur in the
second half of the year.

Consoikiated Unit Costs

Ménilug Uri! Net Cash Costs. Consolidated average unit net cash costs (net of by-product credits) for FCX's
copper mines of $1 .38 per pound of copper in first-quarter 2016 were lower than unit net cash costs of $1 .64 per
pound in first-quarter 2015, primarily reflecting higher copper sales volumes in South America and the impact of
ongoing cost reduction initiatives.

Assuming average prices of $1 ,250 per ounce of gold and $5 per pound of molybdenum for the remainder
of 2016 and achievement of current sales volume and cost estimates, consolidated unit net cash costs (net of by-
product credits) for copper mines are expected to average $1 .05 per pound of copper for the year 2016. The impact
of price changes for the remainder of 2016 on consolidated unit net cash costs would approximate $0.015 per
pound for each $50 per ounce change in the average price of gold and $0.01 per pound for each $2 per pound
change in the average price of molybdenum. Quarterly unit net cash costs vary with fluctuations in sales volumes
and realized prices primarily for gold and molybdenum.

Oil and Gas Cash Production Costs ,oar 808. Cash production costs for oil and gas operations of $15.85
per BOE in first-quarter 2016 were lower than cash production costs of $20.26 per BOE in first-quarter 2015,
primarily reflecting increased production from the Deepwater Gulf of Mexico (GOM) and ongoing cost reduction
efforts.

Based on current sales volume and cost estimates, cash production costs are expected to approximate $15
per BOE for the year 2016.

MINING 0pE'RA"l"IQn3

North America Copper Mines. FCX operates seven open~pit copper mines in North America - Morenci, Bagdad,
Safford, Sierrita and Miami in Arizona, and Chino and Tyrone in New Mexico. In addition to copper, molybdenum
concentrate and silver are also produced by certain of FCX's North America copper mines.

All of the North America mining operations are wholly owned, except for Morenci. FCX records its 85
percent joint venture interest in Morenci using the proportionate consolidation method. in February 2016, FCX
entered into a definitive agreement to sell an additional 13 percent joint venture interest in Morenci, which is
expected to close in second-quarter 2016.

FCX has significant undeveloped reserves and resources in north
America and a portfolio of long-term development projects. In the near term, FCX is deferring development of new
projects as a result of current market conditions. Future investments will be undertaken based on the results of
economic and technical feasibility studies, and market conditions.

During 2015, FCX's revised plans for its North America copper mines to incorporate reductions in mining
rates to reduce operating and capital costs, including the suspension of mining operations at the Miami mine, a
transitioned suspension of production at the Sierrita mine, a 50 percent reduction in mining rates at the Tyrone mine
and adjustments to mining rates at other North America mines. The revised plans at each of the operations
incorporate the impacts of lower energy, acid and other consumables, reduced labor costs and a significant
reduction in capital spending plans. These plans continue to be reviewed and additional adjustments will be made
as market conditions warrant.
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Five  Year S tra tegic P lan

FY2013 .__ FY2018

MIS S ION S TATEMENT

O

o

o

o

Exercise exclusive state regulatory authority over public service corporations
public utilities) in the public interest;

Grant corporate status and maintain public records;

Ensure the integrity of the securities marketplace; and

Foster the safe operation of railroads and gas pipelines in Arizona.
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Safety
Railroad
l. To promote and ensure the safe operation of Arizona railroads.
2. To ensure rail/highway grade crossings safety.
Pipeline
1, To protect the public and die environment by providing the highest level of pipeline safety awareness
2. To ensure the pipeline operators in Arizona operate gas pipeline systems as safely as possible.
3. To receive and maintain an interagency agreement with the Federal Dept. of Transportation to ensure

safe operations of interstate pipeline.
4. To maintain and improve the professional skills of the ACC pipeline staff.

Legal
1. To provide efficient, high~quality legal representation.
2. To provide high~quality representation in administrative matters before the Corporation Commission
3. To provide high-quality representation in Judicial matters before various courts.
4. To provide high-quality legal advice to the Commission.

Information Technology
1. To provide electronic interaction effectively with the public and other governmental entities. In addi-

tion, to implement effective protocols, software, and communication with the public to allow them to
retrieve and submit data, forms, and all other documents.

2. To use information technologies effectively to enhance intra-agency Communications.
3. To improve employees' preparation ro use technology and react to their job-specific needs.

Securities
l. To ensure that registered securities offered to public investors are structured fairly and equitably and

fully disclose all information necessary for an investor to make an informed decision.
2. To reduce the public investor losses and protect Arizona's reputation from damage caused by fraudu-

lent sales and services peddled to victims by unlicensed and unregistered frauds.
3. Continue to monitor the integrity of the investment marketplace to allow for enhanced capitol for-

mation while deterring and adjudicating fraudulent practices.

Utilities
l. To ensure that utility service within the Commission's jurisdiction is available to all consumers at

authorized rates.
2. To. nrOriiotethe transition of M tclecolfimunications and electricity generation markets from the cm

4 1 . ivssmstvns ... xailmtwpstitiqn srzliilecnsunn . fa angina Ge
3; a¢'8i3§ianf». ouemhgg Sliciency Wrougli moiiernizati 8 'eI°'i=lr°n\¢ processing and

enhancing the Division's information technology.
4. To maintain public involvement, accessibility, and regulatory oversight by conducting workshops,

forums, and community outreach programs.

oats
r (cont.)
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SERVICE TERRITORY FRANCHISE AGREEMENT

AMONG

FREEPORT-McMoRan SIERRITA INC.

THE MORENCI WATER AND ELECTRIC COMPANY

AND

TUCSON ELECTRIC POWER COMPANY
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SERVICE TERRITORY FRANCHISE AGREEMENT

This  S ERVICE TERRITORY FRANCHIS E AGREEMENT (Fra nchis e  Agre e me nt) is
entered into this _ .,
Inc. (S ie rrita ), The  Morenci Wate r and Electric Company (MW&E) and Tucson Electric Power
Company (TEP). S ie rrita  is  a  De laware  corpora tion which is  a  wholly-owned subs idia ry of the
Freeport Minera ls  Corpora tion and which is  authorized and licensed to do business  in the  Sta te
of Arizona . MW&E is  a  wholly-owned subs idia ry of Freeport Mine ra ls  Corpora tion, organized
and exis ting under the  laws of the  S ta te  of Arizona . TEP is  a  wholly-owned subsidia ry of Fortis
Inc. organized and existing under the  laws of the  Sta te  of Arizona . Sierrita , MW&E and TEP are
referred to collective ly here in as  the  "Parties",

da y of 2016, by a nd a m ong Fre e port-McMoRa n S ie rrita

WHEREAS , MW&E ha s  be e n gra nte d a  ce rtifica te  of conve nie nce  a nd ne ce s s ity
(CC&N) to provide  utility se rvices  in the  vicinity of Morenci, Arizona  in Greentree  County;

WHEREAS , S ie rrita  ha s  a n a ctive  mining a nd milling ope ra tion on la nds  owne d or
controlled by it in the  a rea  west of the  community of Green Valley, Arizona  ("S ie rrita  Mine"),

WHEREAS, TEP has been granted a CC&N to construct electric transmission and
distribution facilities and deliver electricity nth in certain portions of Pima County, including the
site of the Sierrita Mine (TBP Service Territory);

WHEREAS, TEP has exis ting 138kV e lectric transmission service  to the  exis ting Sie irita
Mine and Sierrita  owns a  138kV substa tion to deliver energy required to serve  the  Sierrita  Mine,

WHEREAS, S ie rrita  pre fe rs  tha t the  e lectric power and ene rgy to be  consumed within
the  Siem'ta  Mine  be  provided by or through MW&E; and

WHEREAS , TEP  is  willing to provide  a  fra nchis e  right to MW&E (i) to us e  e xis ting
TEP facilitie s  necessa ry to supply energy and (ii) to supply energy to be  consumed only within
ce rta in bounda rie s  of the  S ie rrita  Mine  (such bounda rie s  a re  pre cise ly ide ntifie d on Exhibit A
here to and a re  re fe rred to here in as  the  "Freeport-McMoRan Sierrita  Area") in exchange  for the
considera tion se t forth in this  Franchise  Agreement;

NOW, THEREFORE, in considera tion of the  premises se t forth above and for other good
and valuable  consideration, the  receipt and sufficiency of which the  Parties hereby acknowledge,
the  Parties mutually agree  as follows:

Section 1. Effective Date.

This  Franchise  Agreement sha ll be  e ffective  upon its  execution by the  Parties  (Effective  Date ),
subject to the  rece ipt of a  fina l, non-appea lable  orde r of the  Arizona  Corpora tion Commiss ion
(ACC) s pe cifying its  a pprova l. TEP  s ha ll promptly s ubmit this  Fra nchis e  Agre e me nt to the
ACC for its  a pprova l. S ie rrita  a nd MW&E s ha ll provide  a ll ne ce s s a ry a s s is ta nce  to TEP  in
s e e king ACC a pprova l. S hould the  ACC re je ct the  Fra nchis e  Agre e me nt or re quire  a s  a
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condition of a pprova l of the  Fra nchis e  Agre e me nt a ny ma te ria l cha nge s  or ma te ria l
modifica tions  tha t a re  unacceptable  to any Party, the  Parties  sha ll negotia te  in good fa ith to
a tte mpt to modify, within 60 da ys  of re ce ipt of notice  of s uch re je ction or una cce pta ble
requirement(s), this  Franchise Agreement so as to attempt to secure the approval of the ACC.

Section 2. Te rmina tion.

After the Effective Date, this  Franchise Agreement shall remain in effect for a  period of ten (10)
years  and sha ll continue  in e ffect for subsequent five  (5) year extens ion periods  beyond the
Initial Franchise Period, unless  and until terminated by a Party, as  follows:

This  Franchise Agreement may be terminated by Sierrita and MW&E or by TEP as  of the end of
the  ca lendar year of the  Initia l Franchise  Period or a t the  end of any subsequent five  (5) year
extens ion period tha t has  occurred a fte r the  end of the  Initia l Franchise  Period (Subsequent
Period).

To exercise  its  right to te rminate  this  Franchise  Agreement, Sierrita  and MW&E or TEP shall
provide written notice to the other(s ) at leas t one year and one day in advance of the end of the
Initial Franchise Period or any Subsequent Period.

Upon te rmina tion of this  Franchise  Agreement, a ll rights  of MW&E to cons truct, opera te  and
maintain electric facilities  and provide power and energy within the Freeport~McMoRan Sierrita
Area shall cease. MW&E shall not be required to relinquish ownership of any facilities  that have
been constructed for the purpose of serving the Sierrita MW&E Loads.

Seetisn 3. Franchise Agreement.

For the  te rm of this  Franchise  Agreement and with respect to the  Freeport-McMoRan Sierrita
Area, excluding the loads  exis ting within the Freeport-McMoRan Sierrita  Area that are currently
served from TEP's  two (2) dis tribution circuits  loca ted within the  Frceport~McMoRan Siem'ta
Area and any expansions of such loads, TEP grants  to MW&E the rights  to:

3 .1 Firm trans mis s ion capacity on the  exis ting TEP e lectric trans mis s ion facilitie s
required to serve the Sierrita  MW&E Loads;

3.2 Construct, own, operate and maintain a transmission line or lines connecting the
Sierrita MW&E Loads with other transmission system(s); and

3.3 Secure  power and energy for de livery over the  facilities  referred to in Sections
3.1 a nd 3.2, which s ha ll compris e  the  S ie m'ta  Ele ctric S ys te m, to which a ll
Sierrita MW&E Loads  shall be connected.

Such rights  on the  terms  granted by this  Agreement shall extend only to the  boundaries  of the
Freeport-McMoRan Sierrita  Area and neither Sierrita  nor MW&E shall by any action including,

Page 2
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but not limite d to, the  tiling of a n a pplica tion with the  ACC s e e k to e xte nd or modify the
boundaries  of the  Freeport-McMoRan Sie rrita  Area  or the  te rms  of this  Agreement. S ie rrita  and
MW&E express ly acknowledge that (i) a  materia l inducement and cons idera tion for TEP to enter
into this  Fra nchis e  Agre e me nt is  its  right a nd a bility to continue  to s e rve  loa ds  outs ide  the
Freeport-McMoRan S ie rrita  Area  and; (ii) any breach of Mis  condition would caus e  immedia te ,
irre pa ra ble  ha rm not compe ns a ble  s ole ly by mone ta ry da ma ge s  which ma y be  re dre s s e d by
e quita ble  re lie f Nothing he re in, howe ve r, s ha ll re s trict MW&E's  a bility to e xte nd its  CC&N in
areas  which are  outs ide  of the  TEP Service  Territory.

Section 4. Services to be Provided.

4 .1 For the  Freeport-McMoRan S ienna  Area , MW&E sha ll provide  the  following:

4.1.1 A11 a rra nge me nts  for the  me te ring a nd communica tions  e quipme nt
required to monitor and bill for the  Franchis e  Charge  a s s ocia ted with the
demand and ene rgy pas s ing through the  TEP l38kv De live ry Point to die
S ie rrita  138kV s ubs ta tion, which TEP  me te ring a nd communica tions
equipment a lready exis t; and

4.1.2 All a rrangements  needed to de live r power and ene rgy ove r trans mis s ion
sys tems  from the  source  of such power and energy for the  Sierrita  MW&E
Loads .

4.2 For the  Freeport-McMoRan Sierrita  Area , TEP sha ll provide  the  fbllowingz

4.2.1 Firm tra ns mis s ion ca pa city a cros s  the  TEP  s ys te m for mc de live ry of
power and energy for the  the  Sierrita  Mine .

Section 5. Franchise  Charge.

So long as  this  Franchise  Agreement is  in e ffect, TEP sha ll bill to MW&E and MW&E sha ll pay
TEP monthly in accordance  with Section 6 a  monthly franchise  cha rge  de te rmined a s  follows
(Franchise  Charge):

5.1 In the  Initia l Franchise  Period, the  Franchise  Charge shall be  the  applicable  of

The  Fra nchis e  Cha rge  s ha ll be  a n a mount de te rmine d a s  the  product of the
Franchise  Fee  of . . .  (TBD) the
Sie rrita  MW&E Load as  mete red a t the  TEP 138kV Delivery Point.

mult ipl ied by the demand/energy of

Section 6. Billing and Payment.

Ea ch billing pe riod sha ll be  one  (1 ) ca le nda r month (Billing Month). For e a ch Billing Month,
the  following sha ll apply:

Page 3
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6.1 Ba se d upon me te re d da ta , pursua nt to S e ction 4. I .2, supplie d byTEs , TEP  sha ll
b ill MW&E with  a  copy to  S ie rrita  on  or be fore  the  fifte e nth  (15th) da y of the
m onth  fo llowing the  Billing  Month  for m c  F ra nchis e Cha rge . MWE s ha ll ha ve
the  righ t to  obs e rve  m onth ly m e te r re a ds  a nd/or to  re que s t a nd  re ce ive  da ta
ve rifying the  a mount of de ma nd a nd e ne rgy me te re d a t the  TEP l 3 8 k v De live ry
P oint. The  me te r(s ) ma inta ine d a t the  TEP  138kV De live ry P oint s ha ll be  te s te d
for a ccura cy a t TEP 's  e xpe nse  a t le a s t a nnua lly a nd MWE sha ll ha ve  the  right to
a ttend such mete r te s ts .

6.2 MW&E shall pay TEP the  tota l of the  monthly charge  by the  la te r of the  20th day
of the  month or ten (10) days  a fte r re ce ipt of the  bill. Fa iling time ly payment of
the  monthly cha rge  by MW&E, S ie rrita  s ha ll be  obliga te d to pa y TEP  on the
terms specified herein..

6.3 MW&E s ha ll e le ctronica lly wire  tra ns fe r funds  to a  ba nk of TEP 's  choice  or
transmit funds by any other method which provides  collected funds on or before
payment due  date . Amounts not pa id by the  due  date  shall be  payable  by Sierrita
or MW&E with inte re s t a ccrued on each ca lenda r day from the  due  da te  to the
da te  of pa yme nt. Inte re s t sha ll a ccrue  a t a  ra te  of: (i) the  the n-e ffe ctive  prime
commercia l lending ra te  pe r a rum published in the  Money Ra tes  section of The
"Wall Sheet Journal, or (ii) in the  event the  interest ra te  provided for here in should
a t a ny time  e xce e d the  ma ximum ra te  tha t ma y be  s o le ga lly cha rge d, the
ma ximum ra te  tha t ma y be  le ga lly cha rge d by TEP . Should The  Wall S tree t
Journa l discontinue  publica tion of the  prime commercia l lending ra te , the  Parties
shall endeavor to agree on an acceptable substitute.

6.4 In the  event any portion of any bill is  disputed by MW&E, the  disputed amount
sha ll be  pa id, under protest, when due . If the  protested portion of the  payment is
found to be  incorre ct, TEP  sha ll promptly ca use  to be  re funde d to the  pa ying
pa rty, e ithe r S ie rrita  or MW&E, a ny a mount due , including inte re s t a ccrue d on
each calendar day from the date of payment to the date the refund check is mailed
by TEP. The  same inte res t ra te  and computa tion method sha ll be  applied to the
determination of interest due herein as provided in Section 6.3.

6.5 In the  e ve nt, a s  a  re sult of a  me te r te s t or othe rwise , a  P a rty de te rmine s  tha t a ny
m e te re d da ta  is  incorre c t be yond a  lim it of one  pe rce nt (1%) fa s t or s low, the
Fra nchise  Cha rge s  for the  pre vious  s ix (6) months , but not to e xce e d such s ix (6)
m on th  pe riod ,  s ha ll be  p re s um e d  to  be  inc o rre c t a s  b ille d  a nd  pa id  (un le s s
de mons tra te d to the  contra ry). In such e ve nt, TEP  a nd MW&E sha ll e s tima te  the
corre ction ne ce s sa ry for such me te re d da ta  to be  no more  tha n one  pe rce nt (1%)
ina c c u ra te  a nd  a dd itiona l pa ym e n t s ha ll be  m a de  o r a m oun ts  re funde d ,  a s
a ppropria te ,  to  a d jus t fo r s uch  incorre c t m e te re d  da ta  fo r s uch  s ix (6) m onth
pe riod, without inte re s t.

6.6 No  p a ym e n t  m a d e  to  o r re c e iv e d  b y TE P  p u rs u a n t  to  th is  S e c t io n  6  s h a ll
c o n s t itu te  a  wa iv e r o f a n y r ig h t  o f S ie rrita ,  MW &E  o r TE P  to  c o n te s t  th e

11960708/0230400041
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corre ctne ss  of a ny monthly cha rge  by TEP  or me te re d da ta  supplie d by TEP ;
provide d, howe ve r, tha t a ny bill re nde re d by TEP  s ha ll be come  fina l a nd
non-contestable  if protest is  not rece ived or made by TEP within six (6) months of
the  bill da te .

6.7 TEP sha ll ma il or send by te lephone  facs imile  transmiss ion or othe r e le ctronic
means any bills  and refunds to Sierrita 's  or MW&E's billing address as designated
from time  to time  in writing by S ie rrita  or MW&E.

Section 7. Notices.

Except only as  here in otherwise  expressly provided, any notice , demand or request provided for
in this  Franchise  Agreement, or se rved, given or made  in connection with it, sha ll be  in writing
a nd sha ll be  de e me d prope rly s e rve d, give n or ma de  if de live re d in pe rson or by a ny othe r
qua lified and recognized de live ry se rvice , or sent by United S ta tes  mail postage  prepa id to the
persons specified below:

Freeport-McMoRan S ie rrita  Inc.
Director Energy Services
333 North Centra l Avenue
Phoenix, Arizona  85004

The  Morena  Wate r & Electric Company
President
P .O. Box 68
More nci, Arizona  85540

Tucson Electric Power Company
p. O. Box 77
Tucson, Arizona  85702

Any Party may at any time, by written notice to the other Party, change the designation or
address of the person so specified as the one to receive notices pursuant to this Franchise
Agreement.

Section 8. Entire Agreement,

The  comple te  a gre e me nt of the  Pa rtie s  is  se t forth in this  Fra nchise  Agre e me nt a nd a ll prior
communications, whether written or ora l, are  hereby abrogated and withdrawn.

Section 9. Amendments.

This Franchise  Agreement may be  amended by, and only by, a  written instrument duly executed
by each Party.

Page 5
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Section 10. Wa ive rs .

The waiver by any Party of any breach of any term, covenant or condition conta ined here in shall
not be deemed a waiver of any other term, covenant or condition or any subsequent breach of the
same or any other term, covenant or condition contained herein.

Seetirsn 11. Regulatory Authority and Governmental Authority.

The  e ffectiveness  of this  Franchise  Agreement is  subject to its  approva l by the  ACC. Once  so
approved, the  Parties  intend tha t the  ra tes , charges , te rms and conditions  of se rvice  under this
Fra nchise  Agre e me nt sha ll re ma in in e ffe ct unle ss  cha nge d by the  mutua l a gre e me nt of the
Parties .

Section 12~. Informa tion Exchange .

The  P a rtie s  sha ll coope ra te  in the  e xcha nge  of informa tion be twe e n the mse lve s  in orde r to
further the  purposes of this  Franchise  Agreement and to verify compliance  with the  te rms of this
Franchise  Agreement.

Section 18. Representations and Warranties.

13.1 TEP represents, warrants and covenants to Sierrita and MW&E as follows:

13.1.1 TEP  is  a n e le ctric utility duly orga nize d, va lidly e xis ting a nd in good
standing under the  laws of due Sta te  of Arizona and has corporate  power
a nd a uthority to e xe cute  a nd de live r this  Fra nchis e  Agre e me nt a nd
perform each obliga tion he reunder, and to ca rry on its  bus iness  a s  such
business is  now being conducted and as it is  contemplated hereunder that
it will be  conducted during the  te rm hereof

13.1.2 The  execution, de livery and performance  of this  Franchise  Agreement by
TEP has  been duly and e ffective ly authorized by a ll requis ite  corpora te
action.

13.2 Freeport-McMoRan S ie rrita  Inc. represents , warrants  and covenants  to TEP as
follows :

13.2.1 S ie rrita  is  a  corpora tion duly organized and va lidly exis ting and in good
s tanding unde r the  laws  of the  S ta te  of De laware  and authorized to do
bus ine s s  in the  S ta te  of Arizona  a nd ha s  the  powe r a nd a uthority to
e xe cute  a nd  de live r th is  Fra nchis e  Agre e me nt a nd  to  pe rform its
obliga tions  he re unde r, a nd to ca rry on its  bus ine ss as it is  now be ing

Page 6
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conducted and as it is contemplated hereunder to be conducted during the
tern hereof.

13.2.2 The  execution, de livery and performance  of this  Franchise  Agreement by
Freeport-McMoRan Sierrita  Inc. has  been duly and e ffective ly authorized
by a ll requisite  corpora te  action.

13.3 MW&E represents, warrants and covenants to TEP as follows:

13.3.1 MW&E is a corporation duly organized and validly existing and in good
standing under the laws of the State of Arizona and has the power and
authority to execute and deliver this Franchise Agreement and to perform
its obligations hereunder, and to carry on its business as it is now being
conducted and as it is contemplated hereunder to be conducted during the
term hereof

s

13.3.2 The  execution, de livery and performance  of this  Franchise  Agreement by
MW&E ha s  be e n  du ly a nd  e ffe c tive ly a u tho rize d  by a ll re qu is ite
corporate  action.

Section 14. Successors and Assigns.

No Party sha ll a ss ign its  inte res t in the  Franchise  Agreement in whole  or pant without the  prior
written consent of the  other Party. Such consent shall not be  unreasonably withheld.

Section 15. Governing Law.

This  Franchise  Agreement sha ll be  governed and construed in accordance  with the  laws of the
S ta te  of Arizona , without giving e ffe ct to its  conflict of la w principle s . Jurisdiction sha ll be  in
Arizona sta te  courts and venue shall be in the County of Pima.

Section 16. Misce llaneous .

16.1 Counte rpa rts . This  Fra nchis e  Agre e me nt ma y be  e xe cute d in a ny numbe r of
counte rpa rts , and a ll of which when taken toge the r sha ll cons titute  one  and the
same ins trument. The  Parties  here to may execute  this  Franchise  Agreement by
signing any such counterpart.

16.2 Binding Effect. This  Franchise  Agreement sha ll be  binding upon the  Parties , and
their respective successors and assigns.

16.3 Signa tures . The  s igna tories  he re to represent tha t they have  been appropria te ly
a uthorize d to e nte r into this  Fra nchis e  Agre e me nt on be ha lf of the  P a rty for
whom they s ign.

P a ge  7
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IN WITNES S  WHEREOF, the  unde rs igne d  ha ve  duly e xe cute d  a Ns  Fra nchis e
Agreement as of the date  first set forth herein.

TUCS ON ELECTRIC P OWER COMP ANY

Its  :

ATTES T:

Dated:

FREEP ORT-MCMORAN S IERRITA, INC.

ATTES T:

Dated:

THE MORENCI WATER & ELECTRIC COMP ANY

Its :

ATTES T:

Dated;

Page 8
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1

By:

Its :

By'
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WASHINGTON UTILITIES AND
TRANSPORTATION COMMISSION I

BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

.. ) ..'~
)
')

WASHINGTON UTILITIES AND
TRANSPORTATION COMMISSIONI

PUGET SOUND POWER &
LIGHT COMPANY,

1 1

vs.

complainant,

Respondent.

Complainant,

HTH mcg Dl\nQl()w

RECEIVED
JAN 17 1990

ll

DOCKET NO. U-89-2688-T

DOCKET NO. U-89-2955-T

SERVICE CATF

JAN 1 2 1990

. _

EXHIBIT

' R U CQ ti I

ADMITTEQ

PUGET SOUND POWER &
LIGHT COMPANY I

THIRD SUPPLEMENTAL ORDER

.~,/

Respondent.
\

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

PROCEEDING! on February 17, 1989, Puget Sound Power
& Light Company, hereafter referred to as "respondent",
"company", or "Puget", filed tariff revisions designed to f
produce a general increase in its rates and charges for electric
service in the state of Washington in the approximate amount
of $70.5 million. . The company calculated this number by adding
average 1989 ECAC revenues to the level of rates approved in L
the last general rate case and calling the result "present ,4
rates". The tariff filings~were suspended by Commission order
issued March 8, 1989, under Docket"No2"U-89-2688-T.

-if

On May 26, 1989, -Puget filed a revision to its Tariff
WN U-60. The tariff revisions world move into general rates
approximately $75. million in rates which had been included iN:
the company's Energy Cost Adjustment Clause. (ECAC) proceeding
This treatment was described in Docket No. U-89~2688~T, but~n6t
included in the tariff sheet revisions filed with that case.. =
These tariff revisions were suspended by Commission order dated
June 7, 1989, under Docket No. U-89-2955-T.

|

The two dockets were consolidated by commission 0réi3&»"f...
dated September 8,` 1989. '-

L

aw. .
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TABLE IX

Puget Sound Power & Light Company
Calculation of Revenue Requirement

Line
No .

1
2

Rate Base
Rate of Return

3 Line 1 Times Line 2

Commission

$1,84l,664,716
142.22%

$188,729, 134

4,
5

Conservation Investment
Return on Conservation

$97,365,090
0.0083 808,130

6
7

Net operating Income Requirement
Net operating Income Adjusted

$189,537,264
1231811-142

8
g

Net Operating Income Deficiency
Conversion Factor

$65,725,123
0.6302472

g

10
11

Revenue Requirement Deficiency
Rev. Req. Ass. to w/s Customers

$104,286,259
124,636

12 Required Tariff Increase

13 ECAC Offset

14 Net Rev. Req. (10 13)

S104, 161, 623

74 .5981263

XI. COST-OF-SERVICE STUDIES

A. HistQrv

Once the Commission has determined a utility's revenue
requirement, this revenue requirement must be allocated among
the various customer classes. The Commission is Cause No.
U-78-05 directed that future rate filings be accompanied by
embedded cost-of-service studies to assist in making rate
design decisions consistent with the standards of the Public
Utility Regulatory Policies Act of 1978 (PURPA) .

r

The Commission has considered over the years since
Cause No. U-78-05 a variety of cost-of-service studies submitted
by the three investor-owned electric utilities. The Commission
in Cause No. U-78-05 considered and rejected the principles of

l ll\IIIII lllllll ll l
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marginal cast for use in developing rate structures. The
Commission concluded in that cause that studies based on
embedded costs would be most consistent with other ratemaking
determinations. The Commission noted later in its Second
supplemental order in Cause Nos. U-82-10/11 that embedded cost-
of-service studies could be forward-looking by use of historical
cost for functionalizing to production and other categories,
followed by a classification method which would recognize the
current cost relationships between caseload and peak facilities.

Embedded cost-of-service studies analyze the revenue
requirements of various customer load classes on the basis of
cost incurrence. After direct assignment of any costs which
are directly assignable to a particular-class, the remaining
costs are assigned using three basic steps. First, costs are
identified by function as related to production, transmission,
distribution, or customer service. Second, the costs within
each function are classified as related to demand, energy, or
customer service. Third, costs which have been classified to
the three cost components are allocated to customer classes
of service. .

B. Presentations 05 the Parties
I

David w. Hoff presented the company's cost-of-service
study in Exhibit 530. The study showed the following current
positions of the customer classes, relative to parity: resi-
dential .937 secondary general service 1.21: primary general
service 1.03: high voltage .88; outdoor lighting 1.1o: and firm
wholesale for resale 1.01. The company did not propose spread-
ing rates solely on cost-of-service study results.

The Commission staff did not present a cost-of-service
study. Commission staff witness Bruce Folsom testified he did
not take a position regarding the company's cost-of-service
study (TR 2202] . The Commission staff indicated on brief it
was accepting as fair the company's model results for purposes
of this proceeding. Commission staff further recommended
methodologies other than this be examined in future proceedings.

Public counsel witness Jim Lazar did two cost-of-
service studies. He recommended adoption of' his "Public 2"
study which he described as combining Commission-approved
methods and allocation of costs for peaking resources based
on the 200-hour point on the load duration curve. Mr. Lazar
recommended rejection of the company's study because of problems
with peak allocation, fuel costs, and distribution costs.
The results of Mr. Lazar's preferred study showed high voltage,
resale, and primary general service customer classes are under-
paying, and the secondary general service, lighting, and resi-
dential customer classes are overpaying, in comparison to
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their costs incurred. public Counsel on brief requested the
Commission include iN its order specific directives regarding
methods to be used in future cost-of-service studies.

Intervenor WICFUR presenteda cost-of-service study
through George Carter. Mr. Carter made several revisions to
the company's study, particularly regarding the classification
of non-generation-related transmission and the company's peak
credit classifier. Hr. Carter's study found that high-voltage
customers are contributing a rate of return approximately
equal to the average system rate of return.

c. Commission Analvsis of cost-ot-Servi<:e Studies

As discussed by the Commission in the past, there are
many valid methodologies for performing cost-of-service studies.
Each methodology has strengths and weaknesses. The Commission
in the years since Cause No. U-78-05 has been presented with
a variety of cost-of-service variations. Often the Commission
has instructed companies to present studies which contain
alternative methodologies for the Commission's evaluation and
comparison.

Inherent: in this approach has been the philosophy
that a variety of methodologies may be appropriate, depending
on the circumstances of a company and its ratepayers. I t  i s
conceivable that different parties :night employ equally valid
methodologies which would bring about different results .

The Commission in making its rate spread decisions
has considered each party's cost-of-service study. The Commis-
sion will continue to maintain the view that less emphasis
should be placed on arguments regarding the elements of each
cost-of-service study and more emphasis placed on the applica-
tion of the study results.

In this case, the only directive the Commission will
give regarding future cost-of-service studies is to repeat its
rejection of the inclusion of the costs of a minimum-sized .
distribution system among customer related costs. As the
Commission stated in previous orders, the minimum system method
is likely to lead to the double allocation of costs to resider
rial customers and over-allocation of costs to low~use
customers. Costs such as meter reading, billing, the cost of
meters and service drops, are properly attributable to the
marginal cost of serving a single customer. The cost of a
minimum-sized system is not. The parties should not use the
minimum system approach in future studies.

I
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1 EXECUTIVE SUMMARY

2
3
4

Based on the Residential Utility Consumer Office's ("RUCO") analysis of
Tucson Electric Power Company's ("TEP" or "Company") application for a
permanent rate increase, filed with the Arizona Corporation Commission
("ACC" or "Commission") on November 5, 2015, RUCO recommends the
following:

Cost of Equity - RUCO recommends that the Commission adopt a 9.20
percent cost of common equity. RUCK's 9.20 percent is the result obtained
from the Discounted Cash Flow model ("DCF"), Capital Asset Pricing Model
("CAPM") and a Comparable Earnings Analysis used in RUCO's cost of
equity analysis, and is 115 basis points lower than TEP's proposed 10.35
percent cost of common equity.

Cost of Debt .- RUCO recommends that the Commission adopt the actual
cost of long-term debt of 4.32 percent which is TEP's proposed end of test
year cost of long-term debt. This compares to the cost of long-term debt
previously approved in Decision No. 73912 of 5.18 percent.

Capital Structure - RUCO recommends that the Commission adopt TEP's
actual end of test year capital structure comprised of no short-term debt,
49.97 percent long-term debt and 50.03 percent common equity.

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Original Cost Rate of Return - RUCO recommends that the Commission
adopt a 7.30 percent weighted average cost of capital as the original cost
rate of return for TEP. This compares to the Company's requested
weighted average original cost of capital of 7.88 percent.

Fair Value Rate of Return ...- RUCO recommends that the Commission
adopt a fair value rate of return of 5.20 percent for TEP, wlwich is RUCK's
6.76 percent original cost rate of return minus RUCO's recommended fair
value adjustment of 1.56 percent.

I

ii

l
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

My Name is Robert B. Mease. I am the Chief of Accounting and Rates for

the Residential Utility Consumer Office ("RUCO") located at 1110 W.

5 Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

Please describe your qualifications in the field of utilities regulation

and your educational background.

Attachment I, attached to this testimony, describes my educational

10

11

12

13

14

15

16

background, work experience and regulatory matters in which I have

participated. In summary, I joined RUCO in October of 2011. I graduated

from Morris Harvey College in Charleston, WV and attended Kanawha

Valley School of Graduate Studies. l am a Certified Public Accountant

("CPA") and currently licensed in the state of West Virginia, as well as a

Certified Rate of Return Analyst ("CRRA"). My years of work experience

include serving as Vice President and Controller of Energy West, inc. a

17 public utility and energy company located in Great Fells, Montana. While

18

19

with Energy West I had responsibility for all utility filings and participated in

several rate case filings on behalf of the utility. As Energy West was a

20 publicly traded company listed on the NASDAQ Exchange l also had

21 responsibility for all filings with the Securities and Exchange Commission.

22

A.

A.

Q.

1
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1 Q. What is the purpose of your testimony?

2 The purpose of my testimony is to present RUCO's recommendations for

3 the establishment of a fair value rate of return.

4

5 Q . Is this your first case involving TEP?

6 No. I participated in TEP's most recent rate application filed for the test year

7 ended December 31, 2011, and performed an analytical review of the

8 Company's financial schedules that were included in their rate application*

9

10 Q . Can you please briefly describe TEP and its ownership structure and

11 customer base?

12 TEP is a wholly-owned subsidiary of UniSourc:e Energy Services, a holding

13 company owned by UNS Energy Corporation. In August of 2014 UNS

14 Energy Corporation was purchased by Fortis, inc. ("Fortis"). Fortis is an

15 investor owned utility based in St. John's, Newfoundland and Labrador,

16 Canada. TEP's customer base is comprised of approximately 415,000

17 customers of which 90 percent are residential, approximately 9 percent

commercial and the remaining I4 percent irIdustriai. I

19

20

1 See Docket No. E~01933A-12-0291; Decision No. 73912

2

11

18

I

A.

A.

A.
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1 Q. Has TEP elected to perform a reconstruction cost new less

2 depreciation study in this case?

3 Yes. TEP performed a reconstruction cost new less depreciation ("RCND")

4 study and is proposing a fair value rate base ("FVRB") that is an average of

5 the Comparly's original cost rate base ("OCRB") and its RCND rate base

6 for ratemaking purposes. For this reason RUCO is recommending a fair

7 value rate of return ("FVROR") to be applied to TEP's FVRB.

8

9 Q. Please explain your role in RUCO's analysis of TEP's Application.

10 I

M

12

'IS

14

reviewed TEP's Application and performed a cost of capital analysis to

determine both an original cost rate of return ("OCR OR") and a fair value

rate of return ("FVROR") on the Company's invested capital. In addition to

my recommended capital structure, my direct testimony will present my

recommended cost of common equity and my recommended cost of debt.

The recommendations contained in this testimony are based on information15

16 obtained from TEP's Application, responses to data requests, and from

market-based research that I conducted during my analysis.to

18

19 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

20 Q. Please summarize the recommendations and adjustments that you

21 will address in your testimony.

22 Based on the results of my analysis, I am making the noHow/r:Q
I

23 recommendations:

A.

A.

A.

3
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1 Cos_t of Equity _Capital ._ I am recommending that the Commission adopt a

2 9.20 percent cost of common equity. This 9.20 percent figure is the result

3 obtained from my cost of equity analysis.

4

5 Cost of Debt - RUCO is recommending that the Commission adopt the

6 Company's end of test year cost of long-term debt of 4.32 percent. This

7 compares favorably to the Company's previous rate application where the

8 cost of long-term debt was approved at 5.18 percent.

9

10 Capital Structure ._ I am recommending that the Commission adopt TEP's

11 actual end of test year capital structure comprised of 50.03 percent common

12 equity and 49.97 percent long-term debt. The Company has no short-term

13 debt.

14

15 Original Cost Rate of Return _. I am recommending that the ACC adopt a

16 7.30 percent weighted average cost of capital as the original cost rate of

17 return ("OCR OR") for TEP. This 7.30 percent figure is the weighted cost of

'IR F81 ICFYQ A A A 4 F .-. - i i i i*x " | 4 - -I ' R n | main¥'6CO£T!il?}6!'!u6u L,OSLS GI Cu:3:::20I¥ uluil ly am Ji3bL, Ares IS _JO 89218

19 points lower than the 7.88 percent weighted average cost of capital being

20 proposed by the Company.

21

22 Fair Value Rate of  Return »- I am recommending swat the Commission adopt

23 a fair value rate of return ("FVROR") of 5.20 percent which is my

4
I
I
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1 recommended 6.76 percent OCR OR minus an inflation adjustment of 1.56

2 percent.

3

4 Q Why do you believe that RUCO's recommended 7.30 percent OCR OR

5 and 5.20 percent FVROR are appropriate rates of return for TEP to earn

6 on its invested capital?

7 Both the OCR OR and FVROR figures that am recommending for TEPI

8 meet the criteria established in the landmark Supreme Court cases of

9 Biuefield WaterWorks 8 Improvement Qo. v. Public Service Commission of

10 West_Virginia (262 U.S. 679, 1923) and Federal Power Commission v. Hope

11 Natural Gas Company (320 U.S. 391, 1944). These two cases affirmed that

12 a public utility that is efficiently and economically managed is entitled to a

13 return on investment that instills confidence in its financial soundness,

14 allows the utility to attract capital, and also allows the utility to perform its

15 duty to provide service to ratepayers. The rate of return adopted for the

16 utility should also be comparable to a return that investors would expect to

17 receive from investments with similar risk. it should be noted that neither

18 case guarantees a rate of return on a utility investment, the cases provide

O10 4-'1-4u ....n-. Y\ nwnn .Ru \| Anon Av. n o»». Rx an/` ¢1»¢»\8 LiLhiLy' vvlul 811 uppufhlllly *Lu ccuu an appluwldc: lciuln.

20

i t

22

23

A.
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1 GENERAL ECONOMIC CONDITIONS

2 Q. Please explain why it is necessary to consider the current economic

3 environment when performing a cost of equity capital analysis for a

4 regulated utility.

5 The cost of capital is determined in part by the current and future economic

6 and financial conditions. Consideration of the economic environment is

7 necessary because trends in interest rates, present and projected levels of

8 inflation, the state of the business cycle and the overall state of the U.S.

9 economy determine the rates of return that investors earn on their invested

10 funds. Each of these factors represent potential risks that must be weighed

11 when estimating the cost of equity capital for a regulated utility and are,

12 most often, the same factors considered by individuals who are also

13 investing in non-regulated entities. While there are other factors involved in

14 when determining the cost of capital these are the most important factors

15 used in my evaluation.

16

17 Q. Can you describe the recent trends in economic conditions and their
I

1 8 impact on capital costs over the past thirty years?

19 A..
I

Yes. Since the early 1980's through the end of 2007 the United States

20 economy had been relatively stable. This period had been characterized by

21 longer economic expansions, small contractions, low and/or declining

22 inflation, and declining interest rates and other capital costs. However, in

23 2008 and 2009, the economy declined as e result of the mortgage crisis and

I 6

A.

I
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1 had a negative effect on the financial markets both in the US and

2 international financial markets. This decline was described as the worst

3 financial crisis since the Great Depression and has been referred to as the

4 "Great Recession." Since 2008, the U.S. and other country governments

5 implemented unprecedented actions to attempt to correct or minimize the

6 scope and effects of this worldwide recession.

7

8 The recession bottomed out in mid-2009 and the economy began to slowly

9 expand again, initially at a slow rate but has escalated at a much quicker

10 rate. This is evidenced by the unemployment rate reducing from 7.4 at the

11 end of 2013 to 5.3 percent at the end of December, 2015. Arizona's

12 unemployment rate hasn't recovered quite as well as the national average

13 and at the end of December, 2015 was 5.8 percent. The length of this most

'14 recent recession and the slow recovery indicate that the impact may be felt

15 for an extended period of time?

16

17 Can you please describe how the economic and financial indicators

18 were examined and how they relate generally to the cost of capital?

19 A
n .

C k A- I DIM Q 'fl Cr' IANA f\I\f\Y'\ If\ An f\ A--Ak I"»A,l~ F\A An .4uCx l3uLil3 1 u_)|v|-u iu6l'iLilI8S f€lcvm9t c:\,ullOMIL, data ouurl oIubb uuWIcbUL,

20 Product ("GDP"), Industrial Production Growth, Unemployment, Consumer

2 United States Department of Labor, Bureau of Labor Statistics, Arizona Unemployment Rate
http://www.bls.qov/eao/eaq.az.htm

Q.

7
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1 Price Index ("CPI") and Producer Price Index. These schedules also show

2 that 2007 was sixth year of economic expansion and the economy entered

3 into a significant decline as indicated in the GDP negative expansion for

4 year 2008 and the increase in unemployment rates. Since 2010, the

5 economy began to rebound, however, overall economic growth continues

6 to be slower than the initial period of prior expansions.

7

8 Since 2008, the CPI has been 3 percent or lower, with 2014 being only 1.1

9 percent, while 20th was less than 1. The annual rate of inflation has

10 generally been declining over the past several business cycles and

11 continues as evidenced by 2014 annual inflation rate of 1 .7 percent and the

12 2015 rate of inflation being less than 1 percent. The current levels of

13 inflation are at the lowest levels over the past 35 years and are indicative of

14 lower capital costs.

15

16 Over the next 10 year period, is inflation expected to remain at

17 relatively low levels?
I

18 Yes. In a repor t  i ssued by the Federal  Reserv e Bank of  Clev eland,  the

I19 iAIA»~-8 Anlv\~n'»\ ft 'f u»\n» /\\rv\ 4 -»°' lA» 'A
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3 Federal Reserve Board of Cleveland, "Inflation Expectations," (News Release dated April 14,
2016).
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1 How does the 10 year (2016 - 2025) projected 1.71 percent annual rate

2

3

of inflation compare to the 10 year historical annual average rates of

inflation over the past forty years (1976 - 2015)?

4 The inflation rates over the past forty years in ten-year increments are as

5 follows:

6
7
8
9

10
11
12

Historical annual rate of inflation (1976 - 1985) 7.05%
Historical annual rate of inflation (1986 -- 1995) 3.04%
Historical annual rate of inflation (1996 - 2005) 2.53%
Historical annual rate of inflation (2006 .- 2015) 1.86%
Projected annual rate of inflation (2016 - 2025) 1.71 %

As shown above, historical annual inflation has fallen in each of the last four

13

14

10 year periods. The trend is expected to continue as evidenced by the

annual inflation rate for the period of 2016 - 2025 that is projected to be 15

15 basis points lower than the most recent ten year period.

16

17 Q.

18

19

Assuming all other factors remain constant, does a projected annual

inflation rate of 1.71 percent over the next 10 year period suggest that

the current low interest rate environment will continue into the future?

20 Yes. Holding all other factors constant interest rates would be expected to

21 remain at the current low levels into the future.

23 Q. What have been the trends in interest rates over the four prior

24 business cycles and at the current time?

25 Schedule RBM-8 shows that interest rates rose sharply to record levels in

26 1975-1981, when the inflation rate was Nigh and generally rising. interest

9

A.

A.

A.
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1 rates declined substantially as did inflation rates during the remainder of the

2 1980s and throughout the 1990s. Interest rates declined even further from

3 2000-2005 and for the years 2009 through 2014, interest rates have been

4 the lowest since prior to 1975. Since 2008, the Federal Reserve has

5 lowered the Federal Funds rate in 20th and 2013 both U.S. and corporate

6 bond yields declined to their lowest levels in more than 35 years. Interest

7 rates have risen slightly from those lows since the beginning of 2013. Even

8 with the recent increases, both government and corporate lending rates

9 remain at historically low levels through 2014, and have continued through

10 year 2015.

11

12 On December 15, 2015, the Federal Government raised the Federal Funds

13 rate from a level oft to % percent to % to % percent. Since this rate increase

14 yields on U.S. Treasury Securities have fallen due to a higher demand on

15 fixed income investments. This also suggests that today's low interest rate

16 environment will continue into the future.

17
r

18 Q Did the action taken by the Feds to raise the Fed Funds rate in

1 A'|  1 1 - ' try: . iDecember AJ l\J sigma. A
c l change in monetary policy by the U.S. Central

20 Bank?

21 No. It did not. While the increase in the Fed Funds rate marked the first

22 time the Feds has increased the rates charged to banks for overnight

23 transfers of funds since mid-2006, in a press release issued on December

10

A.
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1 16, 2015, made the following statement; "The stance of monetary policy

2 remains accommodative after this increase, thereby supporting further

3 improvement in labor market conditions and a return to 2 percent inflation

4

5 Q. What do~the economic indicators show for trends of common share

6 prices?

7 Schedule RBM-8, shows that stock prices were essentially stagnant during

8 the high inflation/high interest rate environment of the late 1970s and early

9 1980s. Beginning in 1983 a significant upward trend in stock prices began.

10 However, the beginning of the recent financial crisis saw stock prices

11 decline significantly and stock prices in 2008 and early 2009 were down

12 significantly from peak 2007 levels, reflecting the financial/economic crisis.

13 Beginning in the second quarter of 2009, prices have recovered

14 substantially and have ultimately reached and exceeded the levels

15 achieved prior to the beginning of the "crash" and the DOW Jones Industrial

16 average has reached all-time highs in the fourth quarter of 2015. Following

17 the action taken by the Fed to raise the Fed Funds rate, the equity markets

18 experienced a sell-off, but all three major stock indices have since risen

4 P\
l:7 from their lows of February 2016.5

4 4
x I,

4 Federal Reserve Board, Federal Open Market Committee, Press Release (December 16, 2015).
http://www.federalreserve_gov/newsevents/press/monetary/20151216a.htm

5 February 11, 2016, the DJlA closed at 15,660.18; the S&P 500 closed at 1,829008. and
NASDAQ closed at 4,266.84. On May 3, 2016, these markets closed at 17,750.91, 208337, and
4,763,22, respectively.

11
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1 Q. Is it possible that the U.S. economy could fall into recession in late-

2 2016?

3 Yes. Research analysts at City Group forecast a 65 percent probability of

4 the U.S. economy entering into recession later during year 2016.

5 (Recession .-. defined as two consecutive quarters of shrinking economic

6 growth)5 As another observer has expressed, "[t]he odds of a recession may

7 be less than 50%, but not by much. And in 2017, the odds shifL"7

8

9 Q. What conclusions can be reached from your discussion of economic

10 and financial conditions?

11 While the economy is recovering from this latest recession, it is recovering

12 slower than expected. Slower recovery means that the results of the

13 traditional cost of equity models are lower than prior to the recession.

14 Despite the Federal Reserve having raised the Fed Funds rate in

15 December, 2015, it is believed by many economic forecasts that the

16 probability of continued rate hikes in 2016 and 2017 to be low. Chairperson

17 Yellen has indicated a willingness to raise short-term interest rates in the
I

18 event the U.S. economy should return to e recession, and should

I

19
It circumstances warrant additional monetary policy accommodation.

Z() Chairperson Yellen, also indicated a willingness to consider use of negative

6 Sheeter, Alan, "Will the U.S. Economy Slip into Recession in 2016'?," Money Watch (December
23, 2015). http://wvvw.cbsnews.com/news/wilI-the-u-s-economy-slip-into-recesslon-in-2016/
7 Murray, Alan. "Is 2016 the Year of the Next Recession'?," Forlunecom (Jan. 11. 2016)
http://fortunecom/2016/01/11/stock~market-recession-2016/
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1 interest rates if necessary. Even though the U.S. economy is stronger today

2 than the past seven year recession, expected investment returns have

3 declined since the beginning of the Great Recession of 2008, and given the

4 current _economic uncertainty in going forward there is good reason to

5 believe that interest rates will remain at or near the current levels for the

6 next several years.

7

8 Q. How has Arizona fared in terms of the overall economy and home

g foreclosures?

10 Arizona was one of the states hit hardest during the Great Recession and

11 has lagged during the current recovery. During the period between 2006

12 and 2009, statewide construction spending fell by 40.00 percent. According

13 to information provided by Irvine, California-based RealtyTrac, Arizona was

14 ranked third in the nation behind California and Nevada in terms of home

15 foreclosures with the largest number of foreclosures occurring in Maricopa,

16 Pima! and Pima Counties. According to information published on October

17 30, 2015, the seasonally adjusted unemployment rate for Arizona has

18 increased from 6 percent in April, 2015, to 6.3 percent in September, 2015.

.19 This compare the national unemployment rate of 5.1 percent for the period

20 ending in September, 2015. believe it is safe to say that Arizona's economy

21 is recovering at a much slower pace that the national averaged

22

23

13
I
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1 ECONOMIC ENVIRONMENT ELECTRIC UTILITIES SPECIFIC

2 Q. Does it appear that investor-owned electricity companies, as well as

3 the utility sector in general, performed well in 2014 and 2015?

4 Yes. In reviewing Edison Electric Institute's (EEl) 2014 Financial Review as

5 published in their Annual Report of the U.S. investor-Owned Electric Utility

6 industry, the electric companies are performing very well. For year 2015 the

7 industry continue to perform well. This is evidenced by a message included

8 as part of the Presidents Letter when he stated, "The industry's dividend

9 yield at the end of 2015 stood at 3.8 percent, and 39 utilities, or 85 percent

10 of the industry, increased their dividend last year, the largest percentage on

11 record."8 The annual report went on to point out the "Industry's dividend

12 payout ratio was 61 .3% for the year ended December 31, 2015, remaining

13 among the highest of all U.S. business sectors."9

14

15 Can you p lease descr ibe the EEl  organizat ion,  and how that

16 organization serves the electric utility industry?

17 A. Yes. EEl's mission is to ensure member's success by advocating public
l

18 policy, expanding market opportunities, and proving strategic business

19 information. EEl is an association that represents _QU U.S. investor-owned

20 electric companies. Their members provide electricity for 220 miiiion

21 Americans, operate in a!! 50 states and the District of Columbia, and employ

8 EE! 2015 Financial Review; Page 1, President Letter
9 EE! 2015 Financial Review, Page 21

A.

Q.
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1 more than 500,000 workers. The proxy companies that we chose in our

2 analysis are all members of EEl. UNSE is also a member of EEl. in addition,

3 EEl has seventy international companies as Affiliate Members and 250

4 industry suppliers and related organizations as Associate Members.

5

6 Can you please describe the purpose of EEl's Financial Review as

7 discussed in the prelude to Edison Electric Institute's annual report?

8 Yes. EEl's Financial Review is a source for critical financial data covering

9 47 investor-owned electric companies whose stocks are publicly traded on

10 major U.S. stock exchanges and also includes data on six additional

11 companies that provide regulated electric service but are not listed on U.S.

12 stock exchanges.

13

14 Briefly identify the 2014 financial highlights as presented in the

15 Presidents Letter included in the 2014 Financial Review.

"In 2014, the EEl Index returned an average of 28.9 percent, compared to
the 10.0 percent return posted by the Dow Jones Industrial Average and
the S8<P 500's 13.7 percent return. For 10 years ending December 31,
2014,  The EEl  index 's 156 percent  return outpaced the Dow Jones
Industrial's 114 percent return and S8<P's 110 percent return."

"The industry's average credit rating improved to BBB+ from BBB,
the first change since 2004 when it increased from BBB-, as
individual company ratings were overwhelmingly positive in 2014."

16
17
18
19
20
21
22
23
24
25
26
27
28
29

"The industry's dividend yield at the end of 2014 stood at 3.3
percent, and 38 utilities, or 79 percent of the industry, increased
their dividend yield lest year, the largest percentage on record"

I

A.

Q.

A.

Q.
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1 Q.

2

Did EE! publish information on rate case applications that member

companies have been involved in for year 2014?

3 Yes. Investor-owned electric utilities filed 58 rate cases in 2014. The

4

5

average requested ROE was the lowest requested in their history and the

awarded ROE was the lowest in their data bank reaching back to 1990.

6

7 Q. Has there been updates published by EEl for rate case activity related

8 to investor-owned members for year 2015?

9 Yes. The Rate Case Summary report issued by EEl for 2015 stated that

'10

11

12

the average awarded ROE continued to be at record lows and consistent

with the downward trend extending over more three decades. In addition,

investor-owned electric utilities filed 48 new rate cases in 2015, the lowest

13

14

annual total in seven years. Also, while the average requested ROE in 2015

was a record low, the average awarded ROE was also the lowest in more

15 than three decades.10

16

17 COST OF DEBT AND CAPITAL STRUCTURE

18 What cost of long-term debt are you recommending for TEP?

19 A. I am recommending that the Commission adopt TEP's actual end of test

20 year cost of long-term debt of 4.32 percent.

21

Io EE! 2015 Financial Review; Page 25

16

Q.

A.

A.

1
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1 Q. Please describe the Company-proposed capital structure.

2

3

The Company is proposing an adjusted end of test year capital structure

comprised of no short-term debt, 49.97 percent long-term debt and 50.03

4 percent common equity.

5

6 How does the Company-proposed capital structure compare with the

7 capital structures of the electric companies that comprise your

8

9

10

sample?

The Company-proposed capital structure is very similar to the average

capital structure of the electric companies included in my sample.

11

12 Q. What capital structure are you recommending for TEP?

13

14

15

16

l am recommending that the Commission adopt the Company's actual end

of test year capital structure comprised of zero short-term debt, 49.97

percent long-term debt and 50.03 percent long-term common equity, which

is essentially the same as the capital structure being proposed by TEP.

17

18 RUCO's COST OF EQUITY RECOMMENDATIONS

19 U.- What is your final recommended cost of equity capital for TEP?

20 I am recommending a cost of equity of 9.20 percent. My recommended

21 9.20 percent cost of equity is the high side of the range of results derived

22 from my DCF, CAPM and Comparable Earnings ("CE") analyses, which

23 utilized a sample of publicly traded electric companies.

A.

A.

A.

A.

Q.
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1 Discounted Cash Flow (DCF) Method

2 Q. Is the DCF model an acceptable methodology used in ratemaking for

3 public utilities?

4 A. Yes. Basically the DCF model, is one of the oldest and most utilized models

5 in determining the cost of equity in many utility hearings. In a 2014 rate

6 case filing by Potomac Electric Power, in Washington, D.C., the commission

7 relied primarily on a DCF analysis to arrive at the authorized ROE, "finding

8 that the DCF method produces results more reasonable than those of other

calculation methods,""9

10

11 Q. You stated that the commission "primarily" relied on 'the DCF model,

12 should this model be relied upon exclusively in determining a utilities

13 ROE?

14 No. While the DCF model is the most widely used and accepted model,

15 including Arizona, it should be supplemented with additional models or

16 calculations (Le. CAPM model, risk assessment, comparable earnings

17 assessment etc.) to add support to the final cost of equity analysis. The

1 8 various models will produce different results depending on the economic

'in conditions and inputs included in calculating the results. It is important to

20 look at, and include in the final cost of equity results, these alternative

I

*1 See EEl 2014 Annual Report, page ZN

18 1

I
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1 calculations to determine the reasonableness of the individual and overall

2 final results.

3

4 Q. Please explain the DCF method that you used to est imate the

5 Company's cost of equity capital.

6 The DCF method employs a stock valuation model known as the constant

7 growth valuation model. This model is frequently referred to as the Gordon

8 model. This DCF model is based on the premise that the current price of a

9 given share of common stock is determined by the present value of all of

10 future cash flows that will be generated by that share of common stock. The

i t rate that is used to discount these cash flows back to their present value is

12 often referred to as the investor's cost of capital (i.e. the cost at which an

13 investor is willing to forego other investments in favor of the one that Ne or

14 she has chosen).

15

16 The investor's required rate of return can be expressed as the percentage

17 of the dividend that is paid on the stock (dividend yield) plus an expected

18 rate of future dividend growth. This is illustrated in mathematical terms by

o h18 Fn8 following forrrnuiat

k
31
P0

+9
20

where: k : the required return (cost of equity, equity capitalization rate),

21

19

A.



Direct Testimony of Robert B. Meese
Tucson Electric Power Company.
Docket NO. E-01933A-15-0322

DI
P0

the dividend yield of a given share of stock calculated
1

by dividing the expected dividend by the current market
2

price of the given share of stock, and
3

g : the expected rate of future dividend growth
4

5 The DCF formula basically recognizes that the expected return, or required

6 return, by investors is comprised of the current dividend yield, and expected

7 growth in dividends.

8

g In determining the rate of future dividend growth for the Company,

"IO what assumptions did you make?

11 There are two basic assumptions regarding dividend growth that must be

12 made when using the DCF method. First, dividends will grow by a constant

13 rate into perpetuity, and second, the dividend payout ratio will remain at a

14 constant rate. Both of 'these assumptions are predicated on the traditional

DCF model's basic underlying assumption that a company's earnings,

16 dividends, book value and share growth all increase at the same constant
H

17 rate of growth into infinity. Given these assumptions, if the dividend payout

18 ratio remains constant, so does the earnings retention ratio (the percentage

19 of earnings that are retained by the company as opposed to being paid out

20 in dividends). This being the case, a company dividend growth can be

A.

Q.

20



i Direct Testimony of Robert B. Meese
Tucson Electric Power Company.
Docket NO, E-01933A-15-0322

1 measured by multiplying its retention ratio (1 - dividend payout ratio) by its

2 book return on equity. This can be stated as g : b x r.

3

4 How did you develop your dividend growth rate estimate?

5

6

I analyzed data on a pro>q/ group comprised of twelve publicly traded

electric service providers.

7

8 Q.

9

Why would you use a proxy group methodology as opposed to a direct

analysis of the Company?

10

11

12

One of the problems in performing this type of analysis is that the utility

applying for a rate increase is not always a publicly traded company.

Although TEP's ultimate parent company, Fortis, Inc., is publicly traded on

13 the Toronto, Canadian Stock Exchange, TEP is not. Because of this

14

15

situation, I used a proxy group that includes twelve electric utilities with

similar risk characteristics as TEP in order to derive a cost of common equity

16 for the Company.

17

18 Q.

19

Are there any other advantages to the use of a proxy?

Yes. The U.S. Supreme Court ruled in Federal Power Commission v. Hope

20 Natural Gas Company (320 U.S. 391, 1944) that a utility is entitled to earn

21 a rate of return that is commensurate with the returns on investments of

22 other firms with comparable risk. The proxy methodology used by most cost

23 of equity analysts derives that rate of return. One other advantage to using

2?

A.

A.

A.

Q.
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1 a sample of companies is that it reduces the possible impact that any

2 undetected biases, anomalies, or measurement errors may have on the

3 DCF growth estimate.

4

5 Q. Are these the same electric providers included in the proxy used by

6 TEP's cost of equity witness?

7 No. RUCO's proxy group selected was similar to that of TEP, but eliminated

8 two power companies that have been acquired, or in the process of being

9 acquired. Each of the electric utilities included in our respective samples are

10 tracked in the Value Line Investment Survev's ("Value Line") Electric Utility

11 industry segment. Value Line follows electric utilities on a regional basis

12 and issues quarterly updates on electric utilities located in the eastern,

13 central and western portions of the U.S. All of the companies in the proxy

14 are engaged in the provision of regulated electric services. EXHlBlT t of

15 my testimony contains Value Line's most recent evaluation on each of the

16 companies that are included in the electric proxy group that i used for my

17 cost of common equity analysis.

18

19
1

Capital Asset Pricing Model (CAPM) Method

20 Q. Can you please describe the CAPM and the benefits of preparing this

21 analysis?

22 The CAPM describes the relationship between a security's investment risk

23 and its market rate of return. This relationship identifies the rate of return

i
22

A.

A.
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1 which investors expect a security to earn so that its market return is

2 comparable with the market returns earned by other securities that have

3 similar risk. The relationship is specified by the Security Market Line (SLM)

4 that indicates the relationship between each security or portfolio's "beta"

5 and its resulting return. Beta is an indicator of investment risk. It is a

6 measure of the expected amount of change in a security's variability of

7 return relative to the return variability of the overall capital market. The

8 general form of the CAPM is:

9 K =Rf+8(Rm-Rf)

10 Where: K = cost of equity

11 Rf = risk free rate

12 Rm : return on market

13 ,8 = beta

14 Rm - Rf : market risk premium

15

16 Q. Can you please identify the strengths of using the CAPM mode! in your

17 analysis?

18 The strengths of the CAPM are as follows: 111 it is based on the concept of

risk and return, (2) it is company specific as it relates to the specific beta's

20 within the industry, (3) it has widespread use as it recognizes that investors

21 can and do diversify; (4) it's highly structured and easy to apply when using

22 the assumptions of the model; (5) the model is formulistic and the data used

23 in the computations is readily available; (6) it is a forward looking concept,

28
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\

1 and (7) it is a method for converting changes in interest rates to the cost of

2 equity.

3

4 Q. What do you use for the risk-free rate?

5 The risk-free rate is generally recognized by use of U.S. Treasury securities

6 in CAPM applications. Two general types of U.S. Treasury securities are

7 most often used as the risk free (Rf) component, short-term U.S. Treasury

8 bills and long-term U.S. Treasury bonds. I performed my CAPM calculations

9 using three-month average yield (February through April 2016) for 30-year

10 U.S. Treasury bonds. The yields on long-term Treasury bonds are used

11 since this matches the long-term perspective of the cost of equity analyses.

12 Over this three-month period, these bonds had an average yield of 2.64

13 percent.

14
4

15 Please explain why U.S. Treasury instruments are regarded as a

16 suitable proxy for the risk-free rate of return?

17 Investors would like Te believe that U.S. Treasury securities pose no threat

18 of default no matter what their maturity dates are as the United States
I

19 Government backs them. However, even when using Treasury instruments

20 those with longer maturity dates do have slightly higher yields. When an

21 investor locks up funds in long-term T-Bonds, the investor must be

22 compensated for the future investmerii opportunities foregone. This is often

23 described as maturity or interest rate risk and it can affect an investor

24
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1 adversely if market rates increase before the instrument matures (a rise in

2 interest rates would decrease the value of the debt instrument). This

3 compensation translates into higher rates of returns to the investor.

4

5 Q. What betas do you employ in your CAPM?

6 Once again, beta'2 is a measure of the relative volatility, or risk, of a

7 particular stock in relation to the overall market. Betas less than 1 are

8 considered less risky than the market, whereas betas greater than 1 are

9 more risky. Utility stocks traditionally have had betas below 1. The most

10 recent Value Line betas have been used in my analysis for each company

11 in my proxy group.

12

13 Q. What are the results of your CAPM analysis?

14 As shown on RBM-6, my CAPM results in an average expected return of

15 7.97 Percent.

16

17 Comparable Earnings ("CE") Model

18 Q. Can you please describe the CE methodology?

19 The CE model is designed to measure returns expected to be earned on

20 the original cost book value of similar utilities that are publicly traded

21 companies. In this case, RUCO's proxy group of companies provide a

12 See Exhibit 1 .- Individual proxy companies beta's identified

A.

A.

A.
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1 direct measure of the fair return since it translates into practice the

2 competitive principle which regulation exists.

3

4 Q. How did RUCO apply the CE model results into the results obtained in

5 this case?

6 RUCO examined returns on equity achieved by the proxy companies over

7 a 14-year period historical period (2002 - 2015), as well as projected returns

8 on equity for future years 2016, 2017, and 2019 - 2021.

9

10 Q. What is RUCO's final results when performing a CE analysis?

11 RUC() determined that comparable earnings et the twelve proxy companies

12 included in our sample, for the period identified, was a range of7.91 percent

13 to 9.30 percent.

14

15 Q. Please summarize the results derived under each o f  t he

16 methodologies presented in your testimony.

17 The following is a summary of the cost of equity capital derived under each

18 methodology used;

I

METHOD RESULTS

DCF 7.91% - 9.65%

CAPM 7.97%

20

21

22

23 CE 8.50% - 930%

19

A.

A.

A.
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1 Based on these results, my best estimate of an appropriate range for a cost

2 of common equity for the Company is 7.91 percent to 9.65 percent. My final

3 recommended cost of common equity is 9.20 percent and is slightly higher

4 than the average of the DCF, CAPM, and CE calculations. See RBM-3 for

5 calculations.

6

7 Q. Can you provide a comparison of the resul ts derived from Ms.

8 Buckley's models and yours?

Companv Witness9
10
11
12
13
14
15
16

DCF .... Constant Growth
DCF - Multi-Stage
CAPM
Risk Premium
Comparable Earnings

9.04%
9.30%
9.59%
9.70%

10.35%
9.92%

11.10%
10.72%

RUCO

7.91 % - 9.65%

7.97%

8.50% --- 9.30%

17

18 TEP's PROPOSED COST OF EQUITY CAPITAL

19 Q. Have you reviewed TEP's testimony on the Company-proposed cost

20 of equity capital?

21 Yes, I have reviewed the testimony of the Company's cost of equity expert

22 witness, Ms. Ann Bulkley.

24

25

26

n mpa

A.
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1 Q. Please compare the Company-proposed cost of equity with your

2 recommended cost of equity.

3

4

The Company is recommending a cost of equity capital of 10.35 percent

which is 115 basis points higher than my recommended 9.20 percent cost

5 of equity.

6

7 Q . Can you explain the primary differences behind the 115 basis point

8 spread between the Company's ROE and the RUCO's calculations?

9

10

11

12

13

14

15

Yes l will. The primary difference is reflected in Ms. Bulkley's use of forward

looking estimates only as opposed to the use of both historical and forward

looking estimates. As she states in her testimony "The required ROE

should be forward looking estimate; therefore, the analyses supporting my

recommendation should rely on forward looking inputs and assumptions

(e.g., projected growth rates in the DCF model, forecasted risk-free rate and

Market Risk Premium in the CAPM analysis, etc.) and takes into

16 consideration the current high valuations of utility stocks and market's

17 expectations for higher interest rates."'3
I

18

19
i

20

13 See Ms. Buckley's testimony, page 7
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i
!

'I Q. Do you concur with Ms. Buckley's assessment and her use of only

2 forward looking inputs only?

3 No I don't and neither does the Arizona Corporation Commissioners.

4 Decision No. 75265, issued on September 8, 2015, states the following,

5 "EPCOR is also critical of RUCO's use of historical data in evaluating cost

6 of equity, which the Company claims should be a forward-looking analysis.

7 However, we believe that consideration of both historical and projected data

8 is appropriate in evaluating cost of equity."'4

9

10 Q. Does Ms. Bulkley reference Blue Chip Financial Forecasts as one of

M her main inputs used in her CAPM analysis?

12 Yes. Ms. Bulkley references Blue Chip Financial Forecasts several times

13 during her testimony. When preparing her CAPM analysis she states that

14 that she has relied on three sources for estimating the risk-free rate: (1) the

t5 current 30-day average yield on 30-year U.S. Treasury bonds (i.e. 3.09

16 percent) as published by Bloomberg Professional; (2) the projected 30-year

17 U.S. Treasury bond yield for 2015 through 2016 of 3.57 percent; and (3) the

18 projected 30-year U.S. Treasury bond yield for 2017 through 2021 of 4.80

19 percent as projected by Blue Chip FinenciaI.15

20

14 See EPCOR Water Arizona, Inc., Decision No. 75268
15 See Ann E. Buckley testimony, Page 38

I
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"I Q. Does RUCO question the use of projections based on 30-year bond

2 ratings going forward?

3 Yes. RUCO questions the use of 30-year Treasury bond projections as

4 published by BlUe Chip Financial. According to a report published by the

5 Executive Office of the President of the United States, published in July

6 2015, page 10, "Past forecasts have largely missed the decline in long-term

7 interest rates. This can be seen in Figure 5, which shows past private-

8 sector forecasts along with the actual path of nominal 10-year Treasury

9 rates since 19956 The differences in projected 10-year Treasury Rates

10 and Historical Economist Forecasts as shown on the attached Exhibit ..-_ vs.

"H the actual are as follows:

12 Year Protected 10 year forecast Actual End of Period

13
14
15
16
17

1996
2000
2005
2010

6.2 %
5.8 %
5.4 %
5.4 %

4.0 %
3.3 %
2.2 %
2.2 %

18 As shown in the above as well as the attached Exhibit, Blue Chip

19 Forecasters have not been, reliable when it comes to forecasting future

20 projected interest rates. Although economists' forecasts steadily declined

21 I
after 1995, their pace of decline has lagged well behind the realized drop-

22 off in interest rates.

23

15 See Exhibit 4, Pages 10 and 'ii of the report published by Executive Office of the President of
the United States
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1 Q. Are there other reasons that you can identify that created the 115 basis

2 point differential?

3 Yes. There are several reasons that ROE's are substantially different.

4 (t) As Ms. Buckley explained in her testimony she considered several

5 additional risk factors that affect the Company's ROE: (i) the Company's

6 capital expenditure requirements, and (ii) the regulatory environment in

7 which the Company operates. Finally, I considered the Company's

8 proposed capital structure compared to the capital structures of the proxy

9 companies. While I did not make any specific adjustments to my ROE

10 estimates for any of these factors, I did take them into consideration in

11

12

aggregate when determining where the Company's ROE falls within the

range of analytical results."'7

13

14 (2) Included in the Company's testimony is a calculation described as Bond

15 Yield Plus Risk Premium Analysis. As described in Ms. Bulkley's 'testimony

16 "this approach is based on the fundamental principle that equity investors

17 bear the residual risk associated with equity ownership and therefore

1 8 require a premium over the return they would have earned as a bondholder.

19 That is, since returns to equity holders are more risky than returns to

20 bondholders, equity investors must be compensated to bear that risk
U

21

17 See Ann E. Bulker's testimony, Page 3
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1 Q. As a follow up to Ms. Bulkley's response to the previous question and

2 her comments related to risk premium for small companies, has the

3 ACC addressed this in previous decisions?

4 Yes. In Decision No. 75268, the Commission made the following findings;

5 "Although a company's size may sometimes be considered as a business

6 risk factor, for utilities of substantial size, (those having access to capital

7 markets) it is a minimal consideration in determining business risk. Small

8 utilities (e.g., non-class A utilities) may have substantial risk due to the

9 inability to hire employees or contract for sufficient levels of expertise

10 (management, technical 8 financial) to perform effectively and efficiently

11 Small utilities also have other risks such as information access, greater

12 annual variability in operating expenses, and greater regulatory risk both

13 due to lack of skilled rate case personnel and the percentage of operating

14 expenses and rate base components reviewed by Staff and interveners.
l

1

15 Due to the latter two reasons, for any adopted return on equity the

'16 distribution of actual returns is greater for small utility than for a large utility,

17 and greater variability means greater risk. However, most of the proxy

18 companies used in the cost of capita! analyses, including EPCOR, are a

19 conglomeration of many smaller water systems and have the capacity to

20 attract the appropriate level of talent for proficient operation. Tlwus, the

21 business risk of the EPCOR systems parallels that 'Mat of the sample

22 companies, and we do not believe a sci of equiv adjustment for size is_

23 appropriate.H

32
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i
1 Q. What methods did the Company witness, Ms. Bulkley, use to arrive at

2 her cost of common equity for TEP compared to the models as

3 prepared by RUCO?

4

5

Ms. Bulkley used the constant growth DCF model and a multi-stage DCF.

In addition, she also employed both the CAPM and risk premium methods

6 to estimate TEP's final cost of common equity. I have prepared both a DCF

7

8

9

10

and CAPM models since the Commission has traditionally placed more

weight on the results of these two models. I also prepared a Comparable

Earnings model as the CAPM model is producing relatively low results as

low interest rates significantly affect the resifts of this model.

11
12
13
14

'IN

16

17

How does your recommended cost of equity capital compare with the

cost of equity capital proposed by the Company?

The 10.35 percent cost of equity capital proposed by the Company is 115

basis points higher than the 9.20 percent cost of equity capital that I am

18 recommending.

19

20 WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN

21 What original cost weighted average cost of capital are yea

22 recommending for TEP?

23 Based on my recommended capital structure, comprised of 49.97 percent

24 long~term debt and 50.03 percent common equity, Q am recommending an

33
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1 original cost weighted average cost of capital of 7.34 percent, Schedule

2 RBM~'I. This is the weighted average cost of my recommended cost of

3 long-term debt of 4.32 percent and my recommended 9.20 percent cost of

4 common equity.

5

6 Q. What fair value rate of return are you recommending for TEP?

7 Iam recommending a FVROR of 5.20 percent, RBM-1, which is 156 basis

8 points lower than my OCR OR of 6.76 percent. My recommended FVROR

9 satisfies the fair value requirement of the Arizona Constitution which the

10 Commission must follow when setting rates for investor owned utilities such

11 as TEP.

12

13 Why are you recommending a FVROR that is different from your

14 OCR OR?

15 Because TEP elected not to use the Company's original cost rate base

16 ("0CRB") as its fair value rate base ("FVRB") in this case. Instead, TEP

17 performed a reconstruction cost new less depreciation ("RCND") study to

18 restate the value, or reproduction cost, of the Company's OCRB. As is the

ll

19 normal rate raking practice in Arizona, the Company averaged the values

20 of its OCRB and its RCND rate base to arrive at a FVRB that is higher tran

21 the OCRB. This is because the value of the FVRB reflects the impact of

22 inflation and other factors wlwich tend to contribute to an upward growth in

23 value over time. Since the difference in the value of the OCRB and the

34
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1 FVRB represents inflation, as opposed to additional investor supplied

2 capital, an OCR OR which includes an inflation component cannot be

3 applied to the FVRB. To do so would result in a double counting of inflation.

4 For this reason it is necessary to remove the inflation component that is

5 included in the OCR OR.

6

7 Q. Does your silence on any of the issues, matters or findings addressed

8 in the testimony of Ms. Bulkley or any other witness for TEP constitute

9 your acceptance of their positions on such issues, matters or

10 findings?

11 No, it does not.

12

'13 Q. Does this conclude your testimony on TEP?

14 Yes, it does.

15

16

17

18

A.

A.

35



ATTACHMENT

*Q ROBERT B. MEASE, CPA, CRRA
Education and Professional Qualifications

EDUCATION

Bachelors Degree Business Administration l Accounting - Morris Harvey College.

Attended West Virginia School of Graduate Studies and studied Accounting and
Public Administration

Attended numerous courses and seminars for Continuing Professional
Educational purposes.

WORK EXPERIENCE

Controller
Knives of Alaska, Inc., Diamond Blade, LLC, and Alaska Expedition Company.

Financial Manager I CFO
All Saints Camp 8 Conference Center

EnergyWest, Inc.
Vice President, Controller

•

u

•

Led team that succeeded in obtaining a $1 .5 million annual utility rate increase
Coached accountants for proper communication techniques with Public Service
Commission, supervised 9 professional accountants
Developed financial models used to negotiate an $18 million credit line
Responsible for monthly, quarterly and annual financial statements for internal
and external purposes, SEC filings on a quarterly and annual basis, quarterly
presentations to Board of Directors and shareholders during annual meetings,
coordinated annual audit
Communication with senior management team, supervised accounting staff and
resolved all accounting issues, reviewed expenditures related to capital projects
Monitored natural gas prices and worked with senior buyers to ensure optimal
price obtained

Junkermier, Clark, Campanella, Stevena
Consulting Staff

C

e

o

a

o

Q

Established a consulting practice that generated approximately $160k the first
year of existence
Prepared business plan and projections for inclusion in clients financing
documents
Prepared written reports related to consulting engagements performed
Developed models used in financing documents and made available for other
personnel to use
Performed Profit Enhancement engagements
Participated during audit of large manufacturing client for two reporting years



Prior to 1999, held various positions: TMC Sales, Inc. as Vice President / Controller,
with American Agri-Technology Corporation as Vice President/ CFO and with Union
Carbide Corporation as Accounting Manager. (Union Carbide was a multi-national
Fortune 500 Company that was purchased by Dow Chemical)

PROFESSIONAL AFFILIATIONS
Past Member - Institute of Management Accountants
Member - American Institute of CPA's
Member - Society of Utility and Regulatory Financial Analysts
Past Member -WV Society of CPA's and Montana Society of CPA's

RESUME OF RATE CASE AND REGULATORY PARTICIPATION WITH RUCO

Utility Company Docket No.

Arizona Water Company
(Eastern Group)

W-01445A-11-0310

w-02199A-11-0329 et al.Pima Utility Company

Tucson Electric Power Company E-01933A-12-0291

Arizona Water Company
(Northern Group)

W-01445A-12-0348

UNS Electric E-04204A-12-0504

Global Water W-01212A-12_0309 et al.

LPSCO SW-01428A-13-0042 et al.

Johnson Utilities WS-02987A-13-0477

Johnson Utilities WS-02Q87A-08-0180

APS E-01345A_11-0224

EPCOR Water Arizona, Inc. WS-01303A009-0343

Utility Source, LLC

EPCOR Water Arizona, Inc.

WS-04235A-13-0331

WS-01303A-14-0010

EPCOR Water, Purchase of
Willow Valley Water, Co. w-0w32A-15-0131

UNS Electric E-0420)A-15_0142
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T he annual
s har e ( 3 .0%) .  A L

s e a r n i n g s i n 2015 a r e a
t o u g h  a c t to fol low. In the second hal f  of
l as t  year ,  t h e s a l e  of  a  w i n d  p r o j ec t  A L -
L E T E  C l ean  E n er g y  b u i l t  f o r  a  u t i l i t y  i n
N o r t h  D a k o t a  b o o s t e d  t h e  t o p  l i n e  b y
$ 1 9 7 . 7  m i l l i on  an d  c on t r i b u t ed  $ 0 . 4 2  a
s h ar e t o  t h e b ot t om  l i n e.  M an ag em en t ' s
earnings  guidance f or  2016 is  $3.10-$3.40
a s hare,  s o prof i t s  wi l l  p robab ly f al l  s hor t
of  t he 2015  tal l y O ur  es t imate of  $3 .20  a
share is  wi th in th is  range.
T h e c om p an y ' s M i n n eso t a  Po wer  su b -
s i d i a r f ac es  s om e  c h a l l en g es .  I n  t h e
p as t  f 8 § w  m on t h s ,  t h e  u t i l i t y ' s  t ac on i t e
min ing  c us t omer s  i n  agg r egat e have r un
at  jus t  80% of  capac i ty,  and they don' t  ex-
pec t  th is  to c hange th rough th is  s ummer .
(T aconi te is  used in  s teelmaking. )  Minne
s of a Power  wou ld  l i ke to addres s  rate de
s ign  s o that  i t s  tar i f f s  f or  large indus t r ial
cus tomers  are lower  and more ref lec t ive of
the cos t  to serve them. but  the s tate regu-
lators  turned down i t s  propos al .  T he u t i l i -
t y  h as  d on e an  ef f ec t i ve j ob  of  r ed u c i n g
c os t s ,  bu t  i s  s t i l l  not  ear n ing  i t s  a l l owed
r et u r n  on  eq u i t y .  T h e f i l i n g  of  a  g en er a l
rate case is possible,
E a r n i n g s s h o u l d  r e b o u n d  i n 2 0 1 7 .  C o n -

s t r u c t i on  of  a  $ 3 4 5  m i l l i on  t r an s m i s s i on
p r ojec t  bet ween  nor t her n  M innes ot a and
Man i toba i s  expec ted  to beg in  next  year .

u t i l i t y  r ec e i ves  a  c u r r en t  r e t u r n  on
c er tain  k inds  of  c ap i tal  s pend ing,  inc lud-
i ng  t r ans mis s ion ,  O u r  ear n ings  f or ec as t
wou l d  p r od u c e 5 %  g r owt h .  wh i c h  i s  A L -
LETE's  annual  goal .

r e-
g a r d i n g i t s r e a l e s t a t e  o p e r a t i o n .  A L
LETE Proper t ies  has  not  been a core bus i-
ness
h as  at t emp t ed  t o  s e l l  i t s  h o l d i n g s  g r ad -
ual l y .  H owever ,  managemen t  i s  now ex-
p lor ing the poss ib i l i t y of  sel l ing the ent i re
operat ion at once. Accordingly,  the compa-
n y t ook  a  wr i t ed own  of  $ 0 . 4 6  a  s h ar e i n
the f our th quar ter  of  2015.  The book value
of  ALLET E Proper t ies  is  now $50 mi l l ion .
I t  is  a modest drag on corporate prof i ts .
A s  u s u a l ,  t h e  d i r ec t or s  r a i s ed the d i ve

e n d  i n t h e  f i r s t  q u a r t e r .
i n c r eas e  w as  $ 0 0 6  a
L E T E ' s  t a r g e t e d  p a y o u t  r a t i o  i s  6 0 % - 6 5 % .
A L L E T E ' s  d i v i d e n d  y i e l d a n d 3 - t o 5 -
y e a r t o t a l  r e t u r n  p o t e n t i a l a r e c l o s e t o
t h o s e  f o r t h e u t i l i t y  i n d u s t r y .
P a u ]  E ,  D e b b a s ,  C F A M a r c h  1 8 1 2 0 1 6

|  . .due early May. (B) Div'ds historically paid in
early Mar., June, Sept. and Dec. I Div ld rein~
vestment plan avail. 1 Shareholder investment
plan avail. (C) Incl. deterred charges. In '15:
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STOCK INDEX
0.6 -1a.5

26.8 22.5
72.5 38.5

(A) Diluted EPS. Excl. nor rec. losses: '04, 25¢
net; '05, $1.84, '15, 4618; gain (losses) on disc.
ops.: '04, $2.57, '05, (16¢); '06, (2¢). '15 EPS
don't add due to rounding. Next earnings report
o 2015 Value Line, Inc.
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$11.96/sh. (D) In mi ll.  (E) Rate base: Orig. cost
depress. Rate allowed on com. et. in '103
10.38%, earned on avg.  com. eq. ,  '15:  9 .3%
Reg.  Clim. :  Avg.  (F)  Summer peak in '13 .
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High
Low

Price
70
50

Ann'l Total
Return

6 %
1 %

2019-21 PROJECTIONS

Gain
(+10%
(-20%

Insider Decisions
M J J A S O N D J

loBby 0 0 0 0 0 0 0 0 0
0 P f i a n s 1 0 D 0 0 0 1 0 0 0
loSeII 4 0 0 3 0 0 1 0 0
Institutional Decisions

202015 302015 402015
lo Buy 327 328 369
lo Sell 336 317 323
HId's(000 328262 332965 339168

High:
Low:

40.8
32.3

43.1
32.3

491
25.5

36.5
24.0

37.9
28.2

41.7
33.1

45.4
37.0

51.6
41.8

63.2
4 5 8

55.4
52.3

63.9
56.8LEGENDS
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113.3 38.5
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3131

Percent
shares
traded II
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I

II I I I I
II

II llI II
2012

30.77

6.92

2.98

1.88

6.45

31.37

485.67

13.8

.ea

4.8%

14945

1443,0

33.9%

11.2%

50.6%

49.4%

30823

38763

6.1%

9.5%

9.5%

I I2000 2001 I 2002 2003 I 2004 I 2005 r 2006 2007 2008 2009
42.53

5.11

1.04

2.40

190.10

7.65

a.27

2.40

42.95

6.99

2.85

2.40

36.82

5.76

2.53

1.65

35.51

5.89

2.61

1.40

30,78

5.96

2.64

1.42

31.82

6.67

2.86

1.50

33.41

6.80

2.86

1.58

35.56

6,84

2.99

1.84

28.22

6.32

2.97

1.64
5.51

25.01

5.69

25.54

5.08

20.85

3.44

19.93

4.28

21.32

6.11

23,08

8.89

23.73

8.88

25.17

9.83

26.33

6.19

27.49
322.02 322.24 338.84 395.02 395.86 393.72 396.67 400.43 406,07 478.05

34.3

2.23

8.7%

13.9

.71

5.3%

12.7

.69

6.6%

10.7

.BI

6.1%

12,4

.66

4.3%

1 3 ]

.73

3.9%

12.9

.70

4.1%

16.3

.87

3.4%

13.1

.79

4.2%

10.0

.67

5.5%

2010 2011
30.01

6.29

2.60

1.71

31.27

6.83

3.13

1.85

5.07

28.33

5.74

30.33

480.81 483.42

13.4

.85

4.9%

11.9

.75

5.0%

14427

1248.0

15116

1513.0

34.8%

10.4%

31 .7%

10.8%

53.1%

46.7%

50.7%

49.3%

29184

35674

29747

36971

5.7%

9.1%

9.1%

6.6%

10.3%

10.3%

2013 2014
31.48

7.02

3.18

1.95

34.78

7.57

3,34

2,03

7.75

32.98

8.68

34.37
487.78 489.40

14.5

.81

4.2%

15.9

.84

3.8%

15357

1549.0
17020

1834.0

36.2%

7.3%

37.8%

9.0%

51.1%

48.9%

49.0%

51.0%

32913

40997

33001

44117

6.0%

9.6%

9.6%

6.3%

9.7%

9.7%

2015 2016 2017 @VALUE LINE PUB. LLC 9~21
33.50

8.10

3.60

2.15

34.30

8.35

3.70

2.27

35.15

8.70

3.85

2.39

Revenues per sh

"Cash F low'  per  sh

Earnings perch  A

Div 'd DecI'd per sh a I

39.00

9.75

4.25

2.75
9.35

36.45

10.50

37.95

10.45

39.45

Cap'l Spending per oh

Book Value per sh c
9.00

44.25
491.00 493.00 495.00 Common Shs 0Gfst'g o 500.020

15.7

.80

3.8%

gold fig
Value
est lf

res are
Line
ages

Avg Ann'l PIE Ratio -

Relative PIE Ratio

Avg Ann'l Div 'd Yield

14.5

.90

4.5%

16453

1762.0

16900

1740

17400

1815

Revenues ($milI)

Net Profit ($mill)
19505
2075

35.1%

10.0%

36.0%

10.0%

36.0%

10.0%

Income Tax Rate

AFUDC % to Net Profit

3 6 0 %  -

7.0%
50.0%

50.0%

49.0%

51.0%

49.5%

50.5%

Long-Term Debt Ratio

Common Equity Ratio

49.0%

51.0%
35625

46133
36800

49025

38625

51825

Total Capital ($milI)

Net Plant ($mill)
43300

58500
6.0%

10.0%

10.0%

6.0%

9.5%

10.0%

6.0%

9.5%

10.0%

Return on Total Cap'I

Recur on Shr.  Equi ty

Return on Com Equi ty  E

6.0%

9.5%

10.0%

CAPITAL S TR UC TUR E as of 9/30/15

Tota l Debt  $20208 mi ll.  Due in 5  Yrs  $9052 mi ll.

LT Debt $17600 mi ll. LT Interes t  $792 mi ll.

Inc l.  $2114 mill.  securi t ized bonds. inc l.  $552 mill.

capi ta lized leases.

(LT interest earned: 4.0x)

Leases ,  Uncapi ta li zed Annua l renta ls  s293 mi ll.

Pens ion Assets -12/14 $4968 mi ll.

Oblig.  S5225 mm.
P fd S to c k No ne

Co mmo n S to c k4 9 0 ,8 1 7 ,4 0 2  s he .

as of 10122115

MARKET CAP:  $31  bi l l i on (La rge  Cap)

2014
+1 .1

NA
NA
NA
NA
NA
+.3

2013
-1 .5
NA
NA
NA
NA
NA
+.4

ELECTRIC OPERATING STATISTICS
2012
-2. 1
NA
NA
NA
NA
NA
+.3

% e Retail Sales G(WH

Avg In st Use0-IVII4llv )

Avg lndust **"=~53f IH (¢)
capably at Peak( 1
Peak Load (My)

Arms Load Fad of (%

% Change Customers end)

326280mea Chaise cw. (%) 3 4 8

Past
5 Yrs.

Past
10 Yrs.

-1 .5%
1.5%
1 5 %

.5%
4.5%

Est'd '12-'14
to '19.'21

2.5%
1.5% 4.5%
1.5% 4,5%
4.0% 5.0%
4.5% 4.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

2015

2016

2017

3773

4026

3615

3950

4050

4176

4302

4431

4450

4600

3582

4044

3827

4050

4150

3826

4648

4580

4450

4600

15357

17020

16453

16900

17400

Cal-
endar

EARNINGS PER SHARE A

Mar.31 J un. 3 0  S e p. 3 0 Dec .31
Full
Year

2013

2014

2015

2016

2017

.73

.80

.85

.85

. 9 0

.75

1.15

1 .20

1 .20

1 .25

1 .10

1.01

1.04

1.20

1.25

.60

.38

.41

.45

_45

3.18

3.34

3.60

3,70

3.85

Cal-
endar

QUARTERLY DIVIDENDS PAID 8 l
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2012

2013

2014

2015

2016

.47

.49

.50

.53

.47

.50

, s o

.56

.47

.49

.50

.53

.47

.47

.50

.53

.56

1.88
1.95
2.03
2.15

12622

1131.0

13380

1147.0

14440

120B_0

13489

1385.0

33.0%

9.9%

31.1%

9.8%

31 .3%

9.9%

29.7%

10.9%

56.7%

43,0%

5 8 3 %

41 .4%

59.1%

40.7%

54.4%

45.4%

21902

26781

24342

29870

28290

32987

28958

34344

6.7%

11.9%

120%

6.3%

11.3%

11.4%

6.2%

11.2%

11.3%

6.2%

10.3%

10.4%

5 . 7 %

5 3 %

5.1%

55%

5.1%

55%

4.6%

56%

3.1%

66%

4.2%

60%

3.5%

63%

3.7%

62%

3.8%

61%

4.0%

62%

4.0%

64%

3.5%

65%

Retained to Com Eq

All Div 'ds to Net Prof

3.5%

66%
ESS: American Electric Power Company, Inc, (AEP),

through 10 operating utilities, serves 5.4 mill. customers in Arkan-
sas, Kentucky, Indiana, Louisiana, Michigan, Ohio, Oklahoma, Ten
lessee. Texas, Virginia, s. West Virginia. Electric rev. breakdown:
residential, 40%' commercial, 23%, industrial, 19%. wholesale,
15%, other, 3% Sold 50% stake in Yorkshire Holdings (British utili-

tv) '01, SEEBOARD (British utility) '02, Houston Pipeline '05, com-
merdal barge operation in '15. Generating sources not available.
Fuel costs: 36% of revs. '14 reported depress. rates (utility): 1.4%-
85%, Has 18,500 employees. Chairman, President 8. CEO:
Nicholas K. Akins. Inc.: NY. Address: 1 Riverside Plea, Columbus,
OH 43215-2373. Tel.: 614-716-1000. Internet: www.aep.com.

A

regarding

ei gh t  year
a t  o r  n ear  t h e i r  a l l ow ed

p e n d i n g - u n u s u a l  f o r
w h i c h  has  had  f requen t  reg -

c ap i t a l  b u d g e t  f o r  t r an s m i s s i on

i s  w i t h i n m anagem ent ' s t arget ed

P u b l i c  S e r v i c e o f  O k l a h o m a i s  a w a i t -
i n g  a  r a t e o r d e r .  T h e  u t i l i t y  i s  s e e k i n g
a n  i n c r e a s e  o f $ 1 7 7 m i l l i o n ,  b a s e d  o n  a  r e
t u r n  o f  1 0 . 5 %  o n  a  c o m m o n - e q u i t y  r a t i o  o f
4 8 % .  A n  i n t e r i m  t a r i f f  h i k e  o f  $ 7 5  m i l l i o n
t o o k  e f f e c t  i n  J a n u a r y,
T h e r e g u l a t e d  o p e r a t i o n s  a r e  f a r i n g
w e l l .  M o s t  o f  A E P ' s  u t i l i t i e s  a r e  e a r n i n g

r e t u r n  on  eq u i t y .
T h e  a f o r em en t i on ed  r a t e  c as e  i n  O k l ah o-
m a  i s  t h e  on l y  on e
th is com pany,
u l a t o r y  ac t i v i t y  i n  r ec en t  y ea r s .  E l ec t r i c
t r a n s m i s s i o n  i s  a  g r o w t h  a r e a  f o r  A E P .
O v er  t h e  n ext  t h r ee y ear s ,  t h e  c om p an y ' s

i s  m o r e
t h an  $ 3 . 5  b i l l i on .  O u r  2 0 1 6  ear n i n g s  es t i -
m at e
range of  $3 . 60  $3 . 80  a share.  W e forec as t
f u r t h er p r o f i t  g r o w t h i n 2017, w i t h i n
AEP 's annual  goal  of  4% 6%.
T h i s t i m e l y  s t o c k  h a s  a  d i v i d e n d  y i e l d

u t i l i t y . H o w e v e rt h a t i s  a v e r a g e f o r a
w i t h  t h e  r e c e n t  q u o t a t i o n  ( l i k e  t h a t  o f
m a n y  u t i l i t i e s )  i n  t h e  u p p e r  h a l f  o f  t h e

re-

m e r x c a n e c t r i c  P o w e r  h a s r e a c h e d
a s e t t l e m e n t i n O h i o a
p u r c h a s e d ~ p o w e r  a g r e e m e n t  b e t w e e n
i t s u t i l i t i e s  i n  t h e  s t a t e  a n d  a  p o r t i o n
o f  i t s  n o n r e g u l a t e d  g e n e r a t i n g asset s .
T h e  c o m p a n y  p r o j e c t s  t h a t  t h e  p r o p o s e d
a g r e e m e n t  w o u l d  s a v e  c u s t o m e r s  $ 7 2 1
m i l l i on over i t s d u r a t i on
( t h r o u g h  M a y  o f  2 0 2 4 ) .  T h e  s t a f f  o f  t h e
O h i o  c om m i s s i on  an d  s ev er a l  i n t e r v en er s
s i g n e d  t h e  s e t t l e m e n t ,  b u t  t h e  d e a l  s t i l l
fac es  s i gn i f i c an t  oppos i t i on  f rom  ow ners  of
non regulated g en er a t i n g assets i n t he
M i d w es t .  A  r u l i n g  f r om  t h e  O h i o  r eg u l a r
t o r s  i s  e x p e c t e d  i n  l a t e  M a r c h  o r  e a r l y
A p r i l .
T h e c o m p a n y  m i g h t  s e l l  i t s  r e m a i n i n g
n o n r e g u l a t e d  g e n e r a t i n g as s e t s .  I n  r e
c ent  years,  as c ond i t i ons i n  t he pow er  m ar~
set s  h ave w or sen ed ,  A E P  h as  b een  foc u s -
i n g  on  t h e  r eg u l a t ed  s i d e  o f  i t s  b u s i n es s
w h i l e De-em phas i z i ng t he non regulated
op er at i on s .  A n  an n ou n c em en t  a l on g  t h ese
l i n es  i s  l i ke l y  on c e t h e c om m i ss i on  m akes
i t s  d ec i s i on  on  t h e  a f or em en t i on ed  s e t t l e
w e n t .  I f  t h e  r e g u l a t o r s  r e j e c t  t h e  a g r e e
w en t ,  t h e sa l e  w i l l  i n c l u d e t h e asset s  t h at
w ere des ignat ed  for  i t .

2 0 1 9  2 0 2 1  T ar g e t  P r i c e  R an g e ,  t o t a l
t u rn  pot en t i a l  i s  unat t rac t i ve.
Paul  E ,  Debbas ,  CFA M a r c h 18,  2016

(574), '03, (32¢), '04, 15¢. '05, 7¢, 'as 2¢, 08,
3¢, '15, 58¢ '14 EPS don'l add due to round-
ing. Next egg. due late Apr. (B) Divlds historic.
paid early Mar., June, Sept., & Dec. I Div'd re-

A
100

60
90

Company's Financial Strength
$tock's Price Stability
Price GrovAh Persistence
Earnings Predictability

51.2
41.7 Ta rge t P rice  Ra nge

2 0 1 g  2 0 2 0  2 0 2 1

128

95
80
64

48
40
32

24

HE;lhl;l,, 11111111111h HL. .

.06, (20¢), '07, (20¢)§ .08 40¢, .10 17¢1 .11

(A) Diluted EPS Excl. nor rec. gains (losses): invest. plan avail . (C) Incl. i f tang. In '14:
'02, (S3.86), '03, (51.92) '04, 24¢; '05, (62¢), 817.67/sh. (D) In mill. (E) Rate base: various.

, , , , Rates all'd on com. eq.: 9.65%-10.9%, earn. on
a9¢, '12, (38¢),  '13, (14¢),  discount.  ops.:  '02, avg.  com. eq. ,  '14 :  99%. Reg.  Clim. :  Avg.
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23.15

4.16

1.73

18.85

4.07

1.50

21.26

5.66

2.26

.97

22.11

5.65

2.20

1.05

22.74

5.87

2.27

1.11

21.01

5.75

2.03

1.17

21.60

5.80

2.05

1.23

22.75

6.10

2.20

1.23

Revenues per sh

"Cash Flow" per sh

Earnings per sh A

Div'd Decl'd perch B

24.50

7.00

2.50

1.50
5.35

15.47

5.95

16.45

6.70

20.57

7.18

23.44

8.50

24.39

8.55

25,13

7.75

25.90

6.40

26.80

Cap'l Spendinglper sh

Book Value per sh c

7.25

29.50
44.88 43.92 40.11 40.27 40.36 40.44 40.55 40.65 Co mmo n Shs  0 ut s t ' g  D 41l.00

11.9

.72

10.8

.72

14.5

.92

3.0%

15.9

.89

3.0%

16.4

.86

3.0%

18.3

.92

3.1%

Bold fig
Value
destin

:res are
Line
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Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Weld

1̀ 7.0

1.05

3.5%
1038.9

77.6

828.0

66.9

852.9

90.8

890.4

88.6

917_5

91.4

849.9

81.9

875

85.0

925

90.0

Revenues ($mil I )

Net  Prof it  ($mill)

1000

100
32.8%

20.4%

33.1%

24.3%

34.1%

22.4%

33.0%

24.1%

31.0%

30.8%

29.9%

27.5%

31.0%

24.0%

31.0%

17.0%

Income Tax Rate

AFUDC % to Net Profit

31.0%

15.0%
53.8%

46.2%

52.7%

47.3%

54.8%

45.2%

51.4%

48.6%

53.5%

46.5%

52.7%

47.3%

55.0%

45.0/,

55.5%

44.5%

Long-Term Debt Ratio

Common Equity Ratio

57.0%

43.0%
1503.9

1595.6

1527.7

17560

1824.5

2102.3

1943.5

2257.5

2118.4

2488.4

2150.8

2695.5

2335

2860

2450

2960

Total Capital ($mill)

Net  Plant  (Sum)

2800

3325
8.7%

11.2%

11.2%

6.0%

9.3%

9.3%

6.5%

11.0%

11.0%

6.1%

9.4%

9.4%

5.7%

9.3%

9.3%

5.3%

8.1%

8.1%

5.0%

8.0%

8.0%

5.5%

8.0%

8.0%

Recur on Total Cap'l

Recur on Shr. Equity

Recur on Com Equity E

5.5%

8.5%

8.5%

I
2000 2001 I 2002 2003 I 2004 | zoos r 200s

13.70

3.21

t.09

15.40

3.43

1.27

13.91

2.99

.57

13.97

3.00

.64

14.95

3.27

.69

16.70

3.05

.76

17,75

3.44

1.27

1.70

8.05

1.85

9.01

1.75

9.20

2.03

10.51

1.94

11.23

2.28

11.55

2.73

12.60

51.20 49.991 49.61 47.56 47.40 48.14 46.00
10.6

.69

11.0

.58

23.0

1.26

18.3

1.04

22.0

1.16

26.7

1.42

16.9

.91

2007
19.43

3.86

1.63

4.63

14.76

45.15

15.3

.81

877.4

74.8

31.6%

15.9%

49.6%

50.4%

1321.6

1450.8

7.1%

11.2%

11.2%

2010 12011
20.61

5.15

2.07

22.97

6.05

2.48

.66

5.27

19.04

5.90

19.03

42.57 39.96

10.7

he

12.6

.79

2.1%

877.3

90.3

918.0

103.5

36.1%

22.1%

34.2%

17.6%

51.2%

48.8%

51.8%

48.2%

1660.1

1865.8

1576.7

1947.1

7.0%

11.1%

11.1%

8.3%

13.6%

13.6%

CAPITAL STRUCTURE as of 12/31/15

Total Debt $1276.0 mill. Due in 5 Yrs $270.0 mill.

LT Debt $1134.3 mill. LT Interest $68.2 mill.

(LT interest earned: 2.4x)

Pension Assets-12/15 $260.0 mill.

Oblig. 5325.7 mm.
Pfd Stock None

Common Stock 40,443,817 she.

MARKET CAP: $1.8 billion (Mid Cap)
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% Cha e Reiai Sales (KWH)

Avg. 118 Use (MWH)

Avg. Induct Revs.8erKWH (¢)
Capacity at Peak( w

Peak Load, Summer

Annual Load Factor (

% Change Cusbmers trend)

2 8 0Fixed Charge Cov. (%) 2 5 1 2 1 8

P a s t

Yrs.
1 . 0 %
5 . 0 %
4 . 0 %

P a s t

10Yrs.

3 . 5 %
6 . 5 %

12.0°/0

Es t ' d  ' 1 3 - ' 1 5

[g '19-'21

2 . 0 %
3 . 5 %
2 . 5 %
5 . 0 %

7 . 5 % 3 . 5 %

A NNUA L  R A T E S

of change (per sh)

R e v e n u e s
" C a s h  F l o w '
E a r n i ng s
D i v i d e nd s
B o o k  V a l ue 8 . 0 %

Ca l -

e nd a r

QUARTERLY REVENUE mill. )

M a r . 3 1  J u n . 3 0  S e p . 3 0 De c . 3 1
Full
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2 0 1 3

2 0 1 4

2015

2 0 1 6

2 0 1 7

282 . 7
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2 9 0

3 0 5

240. 1
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219 . 5

2 3 5
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1 8 0
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890.4

917.5

849.9

875

925
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e nd a r

EARNINGS PER SHARE A

M a r . 3 1  J u n . 3 0  S e p . 3 0 De c . 3 1
F u l l

Y ea r

2013

2014

2015

2016

2017

.19

.11

.09

N i l

.10

.72

.75

.52

.65

.65

1.26

1.30

1.40

1.25

1.30

.03

.10

.02

.15

.15

2 . 20

2 . 27

2 . 03

2 . 05

2 . 20

C a n

e nd e r

QUARTERLY DIVIDENDS PAID B

M a r . 3 1  J u n . 3 0  S e p . 3 0 De c . 3 1
F u l l

Y ea r

2012

2013

2014

2015

2016

.25

.265

.28

.295

.25

.265

.28

.295

.25

.265

.28

.295

.22

.25

.265

.28

.295

.97
1.05
1.11
1,17

10.6% 11.2% 11.2% 9.3% 11.1% 10.0%

26%

6.3%

43%

4.9%

47%

4.8%

49%

3.4%

57%

3.5%

59%

3.5%

58%

Retained to Com Eq

All Div'ds to Net Prof

3.0%

61%
S I NE S S :  E I  P a s o  E l e c t r i c  C o m p a ny  ( E P E )  p r o v i d e s  e l e c t r i c

s e r vi c e  t o  4 0 5 , 0 0 0  c us t o me r s  in a n a r e a  o f  a p p r o xima t e ly  1 0 , 0 0 0

s q ua r e  m i l e s  i n  t he  R i o  G r a nd e  va l l e y  i n  w e s t e r n T e xa s  ( 6 8 %  o f

r e ve nue s )  a nd  s o ut he r n Ne w  M e xic o  ( 1 9 %  o f  r e ve nue s ) ,  i nc lud ing

E l  Pas o ,  Texas  and  Las  Cr uc es ,  New  M exic o .  W ho les a le  is  13%  o f

r evenues .  E lec t r ic  r evenue  b r eakdow n by  cus t omer  c lass  no t  ava i l -

ab le .  G ener a t ing  sour ces :  nuc lea r ,  47% ,  gas ,  34% ,  coa l ,  6% ,  pur -

c ha s e d ,  1 3 % .  Fue l  c o s t s :  2 8 %  o f  r e ve nue s .  ' 1 5  r e p o r t e d  d e p r e c i -

a t i o n r a t e :  2 . 6 % .  Ha s  a b o ut  1 , 0 0 0  e mp lo y e e s .  Cha i r ma n:  Cha r le s

A .  Y a ma r o ne .  P r e s id e nt  &  CEO :  M a r y  K ip p ,  I nc o r p o r a t e d :  T e xa s .

Addr ess :  St ant on Tow er ,  100  Nor t h St ant on,  E l  Paso,  Texas  79901.

Tel. :  915-543-5711.  I nternet :  w w w .epelect r ic . com.

r e p o r t  d u e  e a r l y  M a y .  ( B )  I n i t i a l  d i v i d e nd

d e c l a r e d  4 / 1 1 ,  p a y m e n t  d a te s  i n  l a te M ar c h,

J u n e ,  S e p t . ,  a n d  D e c .  ( C )  I n c l def er red

c ha r ges .  I n ' 15 :  $115 . 1  mi l l . ,  $2 . 85 / s h.  ( D)  I n

T o

C o m p a ny ' s  F i na nc i a l  S t r e ng t h

S t o c k ' s  P r i c e  S t a b i l i t y

Pr ice  G r owt h Per s is t ence

E a r n i ng s  P r e d i c t a b i l i t y

B + +

9 0

7 0

8 5
1

. .

s u b s c r i b e Call 1-l00-VALUELINE. . c. . .

. . r

DN'D
YLD 3.7%

2 8 , 2
2 0 . 8 Target Price Range

2019 2020 2021
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1 0

- 7 . 5
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m "Ni

816.5

61.4

29.8%

8.0%

51.5%

48.5%

1195.8

t332.2

6.6%

10.6%

10.6%

E l Pas o E leet r i c C om p an y has
r eac hed a s et t l em en t  o f  i t s  r a t e c as e
in  Texas .  The u t i l i t y  i s  t r y ing  t o p lac e
uni t s  1 and 2 of  what  w i l l  be a four -uni t
gas- f ired generat ing s tat ion into the rate
bas e,  along w i t h  other  c ap i t al  expendi-
tures since its last rate case. EPE had re-
quested a $70.5 mill ion tar if f  hike,  based
on a 10.1% r etur n  on a c ommon- equ i t y
rat io of  49.52%.  I t  reached a set t lement
with the city of E1 Paso that calls for a $37
million increase, an $8.5 million reduct ion
in depreciat ion (based on lower deprecia-
t ion rates) ,  and the potent ial for  an addi-
t ional $8 million boost for costs associated
with the EPE's stake in a coal- f ired plant,
which the company hopes to sell by July.
However ,  there is  no assurance that  the
Texas regulators  wil l  approve the set t le-
ment, especially since four interveners op-
pos e i t .  Ther e is  no t ime f r ame f or  t he
commiss ion to put  for th its  ruling,  but  an
in t er im r at e inc r eas e t ook  ef f ec t  at  t he
start  of  April.
A  r at e c as e is  pend ing  in  New Mexic o,
as  wel l .  EPE is  s eek ing  a t ar i f f  h ik e o
$6.4 million, based on a return of 9.95% on
a common-equity rat io of 49.29%. A hear-

in examiner  recommended a raise of  j us t
$640,000, based on a 9.6% ROE. An order
is expected in June.
We t h ink  e a r ning s  w i l l b e  r e l a t i v e l y
f lat  this year. In 2015, the effects of regu-
latory lag hurt  the company. On the other
hand, weather patterns were favorable for
t h e  c om p an y ,  es p ec i a l l y  i n  t h e  t h i r d
quar ter .  W e have t r immed our  2016 es -
t imate by a nickel a share,  to $2.05,  be-
c au s e t h e M ar c h  p er iod  w as  p r ob ab ly
weaker than we previously expected. Note
that  management  has  not  put  for th earn-
ings guidance for 2016 because the afore-
mentioned rate cases are pending.
W e forecas t  h igher  prof i t s  in 2017.  The
c ompany w i l l  benef i t  f r om a f u l l  year  of
rate relief it  gets in 2016.
W e t h i n k t he  boar d  of  d ir ect or s  w i l l
r ais e t he  d iv id e nd  ne x t  m o nt h. This
has been the pat tern in recent  years.  W e
look for a $0.015-a-share (5.1%) hike in the
quar ter ly  d isbursement ,  t he same as  in
the past three years.
The d iv idend  y ie ld  of  t h i s  t im ely stock

f  is  on t he low s ide f or  a u t i l i t y .  Total  r e-
turn potential to 2019-2021 is low, too.
Paul E. Debbas, CFA April 29, 2016

mil l ions .  ( E)  Rat e  a l low ed on common equi t y  in

T X  in ' 1 2 :  no ne  s p e c i f i e d ,  i n NM  in ' 1 0 I  no ne

s pec i f ied ,  ea r ned  on ave r age  c ommon equi t y ,

( A )  D i lut ed  ea r nings  Exc l .  nonr ec ur r ing  ga ins

( losses) :  '01,  (4¢) ;  '03,  81¢,  '04,  4¢_ '05,  (2¢) ;
' 0 5 ,  1 3 ¢ ;  ' 1 0 ,  2 4 ¢  ' 1 4  e a r ni ng s  d o n' t  a d d  t o
f ul l - y ea r  t o t a l  due  t o  r ound ing .  Next  ea r nings ' 15 :  82% .  Regula t o r y  Cl imat e :  Aver age .

e 2016 Value Line,  Inc.  All r ights reserved.  Factual maienal is obtained f rom sources believed lo be reliable and is provided without  warrant ies of  any kind.
nuncommercial, internal use. No part

service or product.
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of it may be reproduced, resold, stored or uansmilted in any printed, eieclrcnic at other form,

This rublication is strictly for subscriber's own,
or use for generating or marketing any printed or electronic publication,

N



E NYSE-EDEWPIREDISTRICT 33.13
RECENT
PRICE

25.5
16.0

PIE
RATIO 25.5({1'Z¢92§:: 1.44

RELATNE
PIE RATIO

TIMEUNESS

SAFEW

_ Suspended 2l19I16

2 Raised?/23/12

TECHNICAL - suspe14ea2l1911s

BETA .70 (1.W=Malke1)

o

H'gh
Law

2019. 1  PR E c r r 0 ' n s  '
_ Ann'l Total

Pnce Gain Return
3 0 - 1 0 % %
2 0 I 4 0 ) 3 3 %

in Buy
Options
10 So!

Insider Decisions

M J J A S O N D J
0 0 0 0 0 0 0 0 0
0 0 0 0 0 1 0 0 7
0 0 0 0 0 0 0 0 0

In st i tu t i on al  Deci s i on s

2Q2015 3Q2015 402015
65 68 80
85 49 58

20421 20727 21556

to Buy
h Sell
Hld's(000

High:
Low:

25.0
19.3

25.1
20.3

23.5
14.9

19.4
11.9

22.5
17.5

23.3
18.0

22.0
19.5

24.3
20.6

31.2
22.0

31.5
20.7

33.7
26.2LEGENDS _ .

0.s4x Dmdends; sh
divided Hg Antae Rate
Relative rice Strength

Ogtionsz Yes .
haded areamdkatss recesskzn

I

I .1 1 I  N  . m l
I l l Iii: t - - . .

.1- .I- I'll ll ll .tr
I

I rIr~ | l**.l I I

• •°» no °"» '9.
*Qt

101 -»
01

01 »¢
°» of

1 yr.
3 yr.
5 yr.

% TOT. RETURN 2/1 s
has vLAnm4.°

STOCK INDEX
34.6 -13.5
73.5 22.5
85.6 38.5

Percent
shares
traded

12
8
4 I

I.al ll. L I
I 'Ill

I l |

Ill

5.1%

7.2%

7.2%

I l :l l

II 11 Hr N ill I 1 I
I

I M

5.6%

8.5%

8.5%

I H

I I II I H lI2000 2001 2002 2003 2004 .zoos 2006 2007 2008 2009
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3.12

1.35
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13.37

2.19

.59

1.28

13.55

2.43

1.19

1.28

13.03

2.48
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1.28

12.67
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.85
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1.28

13.04

2.72

1.18

1.28
7.61

13.65

4.02

13.58

3.43

14.59

2.65

15.17

1.64

14.76

2.83

15.08

3.97

15.49

5.46

16.04

6.28

15.56

4.07

15.75
17.60 19.76 22.57 24.98 25.70 26.08 30.25 33,61 33.98 38.11
17.7

1.15

5.4%

339
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6.0%

24.5
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15.9

.86

5.7%

21.7

1.15

5.4%

17.3

1.04

6.3%

14.3

.95

7.6%

2010
13.02

2.85~

1.17

1.28

2.63

15.82

41.58

16.8

1.07

6.5%

541.3

47.4

39.2%

21.5%

51.3%

48.7%

1350.7

1519.1

5.1%

7.2%

7.2%

. 2011

13.74

3.21

1.31

.64

2.44

16.53

41.98

15.8

.99

3.1%

5789

55.0

38.4%

.9%

49.9%

50.1%

1386.2

1563.7

5.5%

7.9%

7.9%

2012
13.11

2.99

1.32

1.00

3.22

16.90

42.48

15.8

1.01

4.8%

557.1

55.7

38.0%

3.5%

49.1%

50.9%

1409.4

1657.6

5.4%

7.8%

7.8%

2013
13.81

3.14

1.48

1.01

3.60

17.43

43.04

15.0

.84

4.5%

594.3

63.4

37.1%

9.4%

49.8%

50.2%

1493.6

1751.9

5.6%

8.5%

8.5%

2014 2015 2016 2017 ©vALuE Oni pull. Lac
15.00

3.45

1.55

1.03

13.75

3.40

1.29

1.04

14.40

3.55

1.35

1.04

15.10

3.75

1.40

1.06

Revenues per sh

"Cash FlOw" per sh

Eamings per sh A

Div'd Decl'd per sh s l

15.75

4.50

1.75

1.20
4.91

18.02

4.05

18.20

2.85

18.45

2.65

18.80

Cap'l Spending per sh

Book Value per sh c
3.25

19.75.
43.48 44.00 44.50 45.00 Common Shs 0utst'g D 48.00
16.2

.B5

4.1%

18.7

.95

4.3%

Bold fig
Value
est lf

:res ors
Llne
Ares

Avg Ann'l PIE Ratio-

Relative PIE Ratio

Avg Ann'l Div'd Yield

15.5

.85
5.0%

652.3

67.1

605.5

55.6

640

60.0

580

65.0

Revenues ($mill)

Net Profit jasmin)
800

85.0
36.9%

14.8%

37.5%

14.0%

38.0%

3.0%

38.0%

3.0%

Income Tax Rate -

AFUDC % to Net Pr0f1t
37.5%

5.0%
50.6%

49.4%

51.0%

49.0%

53.5%

46.5%

50.0%

50.0%

Long-Term DebtT2a80

Common Equity Ratio
30.59/.
49.5%

1586.5

1910.3

1640

1995

1760

2020

1695

2035

Total Capital ($miI1)-

Net Plant ($milI)
1900

2175
5.5%

8.6%

8.6%

4.5%

7.0%

7.0%

4.5%

7.0%

t o %

5.0%

7.5%

7.5%

Recur on TotaI Cap'I

Return on Shr. Equity

Return on Com Equity E

5.5% -
9.0%
9.0%

CAPITAL STRUCTURE as of 9130115
Total Debt $879.6 mill. Due in 5 Yrs $213.6 mill.
LT Debt $863.0 mill. LT Interest $43.9 mill.
Ind. $3.7 mill. capitalized leases.
(LT interest earned: 3.0x)
Leases, Uncapitalized Annual rentals $.7 mill.
Pens ion Assets-12/14 $192.7 mill.

Oblig. S251 .9 mill.
Pfd Stock None

Common Stock 43,787,249 she.
as of10130I15

MARKET CAP: $1.5 billion (Mid Cap)

Cpa'ty IP k(Mw
p31813 ea l+.

% ch R mu Sal )
Avg. 81831-3 Use
Avg. IndusVid Rev I )

,  Slnnma )

Annual Load Favor (

% Change Customerslay . )

ELECTRIC OPERATING STATISTICS
2012 2013

-3.2 +1 .3
2913 2943
7.66 7.93

1391 1377
1142 1 0 8 0
52.2 56.2

+.6 +.5

2014
4-1.3
2981
8.21

1326
1162
52.8

+.3

314nm Charge cw. (%) 331 334

Past
10 Yrs.

.5%
3.0%
2.5%

-2.5%
1.5%

Est'd '12-'14
to '19-'21

2.5%
5.0%
2. 5%
2.5%
2.0%

Past
Yrs.
-.5%

3.0%
5.0%
-4.5%
2.0%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Cal-
endar

QUARTERLY REVENUES (S mm.)
Mar .31  J un.30  Sep.30 Dec.31

Full
Year

2013
2014

2015
201s

2017

157.5
171.5

169.7
170
180

149.1
151.3
136.8
145

155

151.1

179.7
164.5
180
190

605.6
640
680

136.6

149.8

134.6
145
155

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

F ull
Year

2013
2014

2015
2016

2017

.35

.26

.23
.28

.30

.27

.26

.15

.24

.26

.30

.48

.34

.27

.26

.56

.55

.58
.56

.58

1.48
1.55

1.29
1.35
1.40

Ca!-
e nda r

QUARTERLY DIVIDENDS PAID B I t

Mar .31  Jun.30  Sep.30 Dec.31
F ul l
Year

2012
2013
2014

2015
2016

.25

.25

.255

.26

.25

.25

.255

.26

.25

.255

.26

.26

.25
.25
.255

.26

.26

1.00

1.01
1.03

1.04

413.5

39.9

490.2

33.2

518.2

39.7

497.2

41.3
35.4%

10.7%

30.3%

23.1%

32.5%

31.5%

32.5%

34.2%
49.7%

50.3%

50.1%

49.9%

53.6%

46.4%

51.6%

48.4%
931.0

1031.0

1081.1

1178.9

1140.4

1342.8

1240.3

1459.0
5.9%

8.5%

8.5%

4.7%

6.2%

5.2%

5.2%

7.5%

7.5%

5.2%

6.9%

6.9%
.8%

90%

NMF

117%

NMF

109%
NMF

109%

NMF

110%
4.1%

49%

1.9%

75%

2.7%

68%

2.9%

66%

1.5%

80%

1.5%

78%

2.0%

75%

Retained to Com Eq

All Div'ds to Net Prof
2.5%

69%
: e Empire District Electric Company supplies electri-

city to 169,000 customers in a 10,000 sq- mi. area in southwester

Missouri (90% of retail elec. revs.), Kansas (5%), Oklahoma (3%),
& Arkansas (2%). Acquired Missouri Gas (44,000 customers) 6/06.

Supplies water service (4,000 customers) and has a small f iber-
optics operation. Elec. rev. breakdown: residential, 45%, commer-

c ial, 32%, industr ial, 16%, other, 7%. Generating sources: coal,
47%, gas, 27%, hydro, 1%, porch., 25%. Fuel costs: 37% of reve-

nues. '14 reported dept. rate: 3.0%. Has about 750 employees.
Chain"nan: D. Randy Laney. President & CEO: Bradley P. Beecher.

Inc.: KS. Address: 602 S. Joplin Ave., P.O. Box 127, Joplin, MO

64802-0127. Tel.: 417-625-5100. Internet: www.empiredistrict.com.

June, Sept. and Dec. Div'ds suspended SG
'11, reinstated SQ '12, l Div'd reinvestment
plan avail. (3% discount). t Shareholder invest-
ment plan avail. (C) Incl. intangibles. In '14:

b lvD
YLD 3.1%I

26.1
21.1 T a r ge t  P r i c e  R a nge

2 0 1 9  2 0 2 0  2 0 2 1

64

48
40
32

- 2 4
20
15

12

8

_ s

III
i

l m

~9_l21

Mis s o u r i. The  u tility is  s e e kingEmpire District Electric Company has
accepted a takeover offer. This came as
no surprise, given that the company had
stated in December that it was in the early
stages of exploring strategic alternatives.
Algonquin, a Canadian company that owns
electric, gas, and water utilities in the
United States, has agreed to pay Empire
District stockholders $34.00 in cash for
each of their shares. The deal requires the
approval of Empire District stockholders,
the Federal Energy Regulatory Commis-
sion, and the regulators in Missouri, Kan-
sas, Oklahoma, and Arkansas. The compo
mies are targeting the first quarter of 2017
for completion of the acquisition.
We advise Empire District stock-
holders to sell their shares on the
open market. The equity is trading at a
discount of less than 5% to the buyout
price. In our view, this upside potential is
not enough to make it worthwhile for
stockholders to assume downside risk if
the deal falls through. Note that Empire
District has already been involved in one
unsuccessful takeover attempt as the ac»
quired, in 1999.
An electric rate

in  2015,

(A) Diluted earnings. Excl, loss from discontin-
ued operations: '06 2¢. '15 EPS don't add due

e a s e  is  p e n d in g  in

a $33.4
million (7.3%) tariff hike, based on a re-
turn of 9.9% on a common-equity ratio of
49%. Empire District wants to place a
$165 million upgrade to a gas-fired gener-
ating unit in the rate base. It also wants to
earn an adequate ROE; this figure was
just 7.1% in 2015. The rate order should
take effect in September.
Regulatory lag will continue to affect
Emp i r e District's earnings this year.
The assets that the utility is building will
be completed late in the first quarter or
early in the second, several months before
new tariffs take effect. Even so, consider-
ing that regulatory lag was also a problem

profits are likely to rise signifi-
cantly Mild weather in late 2015 also hurt
the bottom line; we estimate normal
weather in our estimates and projections.
Our 2016 estimate of $1.35 a share in~
dudes costs (estimated at $0.10_$0.12 a
share) associated with the takeover.
We forecast further prof i t growth i n
2017. Empire District will benefit from a
full year's effect of the rate order that is
due in September.
Pau] E. Debbas, CFA March 18, 2016

orig. coaL Rate allowed on com. eq. in MO in
't5: none specif ied, earned on avg. com. eq.,

Company's  Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predic labii i ty

B++

. . . This aublication is slimly
of it may be reproduced, resold, stored or transmitted in any printed, electronic of omer form, or use for generating or marketing any printed or electronic publication,

$5.93lsh. (D) In mill. (E) Rate base: Depress.

to rounding. Next earnings report due early
May. (B) Div'ds historically paid in mid-Mar., '14: 8.7% Regulatory Climate: Average.

o 2016 Value Line, Inc. All rights reserved. Faclual malena is obtained from sources believed ro be reliable and is provided wilhcui warranties al an land.
THE PUBLISHER lS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. lot subscriber's own, non-commercial, internal use, 0 pan

service or product. IIIBYI!
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6 0
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Return
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2 %
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Gain
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2000 2001 2002 2003 2004 2005 2006 2007 2008

40.85

3.39

d.20

.40

52.82

10.48

1.37

.45

40.89

6.32

1.08

.53

47.53

5.80

1.24

.58

51.82

5.00

.91

.so

41.85

5.46

.98

.58

44.64

3.69

.82

.73

37.27

4.82

1.59

.78

37.22

6.16

1.86

.83
2.88

15.43

3.40

16.27

3.86

17.33

4.31

17.73

4.85

17.80

5.89

18.46

5.49

18.14

7.14

18,65

8.06

19.38
143.82 130.13 127.56 127.70 129.03 131.59 154.23 156.22 155.83

1.9%

14.1

.72

2.3%

16.1

.Se

3.0%

13.4

.76

3.5%

20.8

1.10

3.3%

19.8

1.05

3.5%

27.1

1.46

3.3%

18.7

.99

2.6%

13.7

.B2

3.2%

2009
30.97

4.96

1.91

.95

5.17

20.37

175.62

12.0

.80

4.2%

5439.4

335.6

34.9%

4.6%

57.2%

41.5%

8629.5

8840.0

5.4%

9.1%

9.2%

2010
27.76

5.68

2.10

1.03

5.41

21.60

176.45

13.4

,85

3.6%

48982

377.8

36.5%

7.1%

55.1%

43.8%

8741.8

9567.7

5.8%

9.6%

9.5%

2011 2012 2013 2014 2015 2016 2017 © VALUE LINE PUB. LLC
25.21

4.88

2.22

1.10

19.98

4.03

1.89

1.32

23.16

5.22

2.49

1.47

24.42

4.56

2.58

1.57

25.00

5.10

2.76

1.67

25.10

5.45

2.95

1.78

25.65

5.85

3.15

1.90

Revenues per sh

"Cash Flow" per sh

Earnings per sh A

Div 'd Decl'd per sh B l

27.25

7.00

3.75

2.20
6.08

22.65

4.69

29.41

4.62

3 0 4 9

5.06

31.47

6.10

32.50

6.95

33.60

8.30

34.80

Cap'I Spending per sh

Book Value per sh c

6.25

38.75
177.15 314.05 315.27 316.98 318,00 319.00 320.00 Common Shs 0T1ts@0 323.00

15.4

.97

3.2%

19.9

1.27

3.5%

16.9

.95

3 5 %

17.9

.94

3.4%

18.1

.92

3.3%

Bold fig
Value
destin

res are

Llna

Ares

Avg Ann'l PIE Ratio

Relat ive PE Ratio

Avg Ann' l Div 'd Yie ld

-14TH

.90
4.0%

4485.7

400.3

6273.8

533.0

7301.2

793.7

7741.9

827.1

7954.8

886.0

8000

950

8200

1020

Revenues ($mill)

Net Profit ($mill)
8800

1200
29.9%

8.6%

34.0%

2.3%

35.0%

1.4%

36.2%

2.4%

37.9%

4.0%

37.5%

4.0%

37.5%

4.0%

Income Tax Rate -

.AFUDC % to Net Profit

37.5%

3.0%
53.4%

45.3%

43.7%

55.4%

44.3%

54.8%

45.9%

53.2%

46.5%

53.0%

46.5%

52.5%

46.5%

52.5%

Long-Term Debt l8tio

Common Equity Ratio
47.0%

53.5%
8856.0

10403

16675

15605

17544

17576

18738

18647

19550

19975

20325

21550

21200

23500

Total Capital ($miII)

.NetPlant ($mill)
23800

27300
5.9%

9.7%

9.8%

4.2%

5.7%

5.7%

5.5%

8.1%

8.2%

5.3%

8.2%

8.2%

5.5%

8.5%

8.5%

5.5%

8.5%

9.0%

6.0%

9.0%

9.0%

Return on TotaI Cap'I

Return on Shr. Equity

Recur on Com Equi ty  E

6.0%

9.5%

9.5%

C A P IT A L S TR UC TUR E as of 9/30/15

To ta l De b t $10002 mi ll.  Due in 5 Yrs  $3B25.7 mi ll.

L T De b t $87575  mi ll.  LT Inte res t  $378 .8  mi ll,

(LT interest earned: 4.6x)

Leases ,  Uncapi ta li zed Annua l renta ls  $20.1  mm.

P e ns i o n As s e ts -12 /14 $4126.5 mi ll.

obi ing.  $54862 mi ll.
Pfd Stock $155 .8  mm. Pfd Div 'd $7 .6  mi ll.

Incl. 2,324,000 she $1 .90.$3.28 rates ($50 par) not

subjec t  to  mandatory  redempt ion.

Co mmo n S to c k3 1 7 ,1 9 1 ,2 4 9  s he .

as of 10131115

MARKET CAP:  $ 1 7  bi l l i o n (L a rge  Ca p)

ELECTRIC OPERATING STATISTICS

2 0 1 2 2 0 1 3
+ 4 7 . 0 +1 .0

In N A N A
Avg. lndust Revs. N A N A

NA NA
NA NA
NA NA

+59.8 NA

2014
-1 .6
NA
NA
NA
NA
NA
NA

% e Retag Sales (KWH)
Av§IIaI¢:sL Use WHwH

. III' I¢I
Capacity at Peak( )
Pea( Load, Waler (Mw
Annual Load Fade (%
% Change Customers end)I

320 427 426HxedChargeCov.(%)

Past
10Yrs.

-7.0%
-2.0%
8.0%
9.5%
5.5%

Est'd '12-'14
to '19-'21

3.0%
6.0%
7.0%
6.0%
3.5%

Past
Yrs.

-8.5%
-3.0%
5.5%

1 1 5 %
9.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Cal-
endar

QUARTERLY REVENUES (S mill,)
Mar.31 Jun.30 Sep.30 Dec.31

F u l l
Year

2013

2014

2015

2016

2017

1995

2290

2513

2400

2450

1635

1677

1817

1800

1850

1777

1881

1691

1850

1900

1892

1892

1933

1950

2000

7301.2

7741.9

7954.8

8000

8200

Ca l-
e nda r

EARN1NGS PER SHARE A

Mar.31 J un . 3 0  S e p . 3 0 De c .3 1
F u l l
Year

2013

2014

2015

201s

2017

.54

.40

.65

. 6 5

. 7 0

.66

.74

.74

. 8 0

. 8 5

.56

.69

.57

.65

.70

.72

.74

.80

. 8 5

. 9 0

2.49

2.58

2.76

2.95

3 .15

Cal-
endar

QUARTERLY DXVIDENDS PAID B I

Mar.31 J un . 3 0  S e p . 3 0 Dec .31
Full
Year

2012

2013

2014

2015

2016

.343

.3575

.3925

.4175

.343

.3675

.3925

.4175

.343

.3675

.3925

.4175

.294

.3675

.3925

.4175

.445

1.32

1.47

1.57

1 .67

6884.4

126.2

5822.2

251.5

5800.1

296.2

21.5%

30.3%

13.9%

29.7%

15.8%

58.7%

39.7%

59.2%

39.2%

60.4%

38.1%

7052.0

6242.2

7431.1

7229.9

7926.2

8207.9

2.9%

4.3%

4.3%

5.0%

8.3%

8.4%

5.4%

9.4%

9.6%

.3%

94%

4.3%

50%

5.3%

45%

4.7%

50%

5.0%

49%

5.0%

50%

1.6%

72%

3.4%

59%

3.5%

58%

3.5%

61%

3.5%

61%

3.5%

60%

Retained to Com Eq

All Div 'ds to Net Prof

4.0%

60%
BUSINESS: Eversource Energy  ( fo rmerly  Northeas t  Ut i li t ies )  is  the

parent of  ut i li t ies  that have 3.1 mi llion electr ic ,  504,000 gas custom-

e r s .  S upp l i e s  po w e r  t o  mo s t  o f  C o nne c t i c u t  a nd  ga s  t o  pa d o f

Connec t i c ut ,  s uppli es  power  to  three  four ths  o f  New Hamps hi re 's

popula t ion,  supplies  power  to  wes lem Massachuse t ts  and par ts  o f

eas tern Massachuset ts  gt  gas  to  centra l & eas tern Massadwusetts .

Ac qui re d NSTAR 4 /1 2 .  E le c t r i c  re v e nue  bre a kdo wn:  re s i de nt i a l ,

49%, commerc ia l,  38%. indus tr ia l,  5%, o ther,  8%. Fue l cos ts :  39%

of revenues.  '14 reported depress .  ra tes :  2 .7%-3.3%. Has 8,200 et

plo y e e s .  Cha i rma n,  P re s i de nt  &  CEO:  Tho ma s  J .  Ma y .  I nc . :  MA.

Address :  300 Cadwell Dr ive ,  Spr ingf ie ld,  MA 01104.  Te l. :  413-785,

5871 .  Inte rne t :  ww.eversource .com.

e  e s t i m a t e  t  a t  E ve r s o u r c e  E n e r g y ' s
ea r n i n g s w i l l c l i m b  7 %  i n  2 0 1 6  a n d
2017.  At  the s tar t  of  the new year ,  a $15.8
m i l l i on  g as  r a t e  i n c r eas e  t ook  e f f ec t  i n
Mas s ac hus et ts .  Evers ourc e is  als o bene-
f i t ing  f rom inves tment  in  i t s  t rans mis s ion
sys tem.  Despi te a reduc t ion in  i ts  al lowed
return on equi ty f or  t ransmiss ion,  to about
l l . 5 % ,  t h i s  f i g u r e  i s  s t i l l  we l l  ab ove t h e
ut i l i t y's al lowed R O E for d is t r ibut ion.
Evers ourc e expec ts  t o s pend  $3 .9  b i l l i on
over  the next  f our  years .  Cus tomer conver-
s ions  f rom oi l  heat  to gas  heat  are another
advantage.  F inal ly,  Evers ourc e c ont inues
to reduc e operat ing  and  main tenanc e ex-
p en s es  s t em m i n g  f r om  t h e  m er g e r  t h a t
f o r m ed  t h e  c om p an y i n  2 0 1 2 .  O u r  2 0 1 6
earnings  es t imate is  wi th in management 's
t a r g e t ed  r an g e o f  $ 2 . 9 0 - $ 3 . 0 5  a  s h ar e .
Note that  Evers ourc e has  t r immed i t s  an-
nual  earn ings  growth  goal  f r om 6% 8% to
5%-7% due to the effects of bonus
d ep r ec i at i on ,  wh i c h  at  l eas t  w i l l  p r ovi d e
c as h  benef i t s  t ot al i ng  $850  m i l l i on - $900
mi l l ion th is  year  and next ,
T h e b o a r d  o f  d i r e c t o r s  r a i s e d  t h e d i v i -

d e n d .  A s  w e  h a d  e s t i m a t e d ,  t h e  i n c r e a s e

w a s  $ 0 . 1 1  a  s h a r e  ( 6 . 6 % )  a n n u a l l y .

S o m e large capi ta l  pro jects  are  in  v ar -
ious stages of  development . Eversource
i s  s eek ing  r egu lat or y app r oval  t o bu i l d  a
$1 .6  b i l l i on  t r ans mis s ion  l i ne to Q uebec .
C ons t r uc t i on  wou ld  beg in  by ear l y 2017 ,
wi th  an  in -s ervic e date in  the f i r s t  hal f  of
2019.  The company has  a 40% s take ($1.2
bi l l ion)  in a proposed pipel ine to br ing gas
t o N ew E ng land .  A n  app l i c at i on  w i t h  t he
F ed er a l  E n er g y R eg u l a t or y  C om m i s s i on
wi l l  be made th is  year ,  wi th  a targeted in-
service date in 2018.  F inal ly,  the company
i s  m ak i n g  a  b i d  t o  b u i l d  a  t r an s m i s s i on
l i ne i n  Mas s ac hus et t s .  T h i s  wou ld  be an
inves tment  of  more than $400 mi l l ion.
Ev er sour ce  is s t i l l  a w a i t i n g  a  r e g u l a -
to r y  r u l ing  on  i t s  p r oposed  sa le  o f  i t s
g e n e r a t i n g  a s s e t s  i n  N e w  H a m p s h i r e .
T he as s ets  c on t r ibu te $0 .09-$0 .10  to the
bot tom l ine annual ly.  T he c ompany wou ld
expec t  to rec over  i t s  $700 mi l l i on  inves t -
m en t  b y ear l y  2 0 1 7 .  A  d ec i s i on  i s  l i k e l y
next  month .
T h i s  h i g h - q u a l i t y s t o c k  h a s  a  m o d e s t

d i v i d e n d y i e l d ,  b y  u t i l i t y  s t a n d a r d s .

T o t a l  r e t u r n  p o t e n t i a l  t o  2 0 1 9  2 0 2 1  i s  a l s o

l a c k l u s t e r .

P a u ]  E .  D e b b a s ,  C F A F e b r u a r y  I N ,  2 0 ] 6

(B )  D i v ' ds  h i s t o r i c a l ly  pa i d f a t e  Ma r . ,  J une ,
Sept. ,  & Dec.  I  Div 'd re ins .  plan avai l.  (C) Inc l.
de f "d c hge . I n  ' 1 4 :  $ 2 3 , 8 9 / s h .  ( D )  I n  mi l l .
(E )  Ra t e  a l l ' d o n c o m.  e q.  i n MA:  (Ale c )  ' 1 1 ,

Company's Financial Strength
Stock's Price Stabil ity
Price Growth Persistence
Earnings Predictabil ity

i i . . . . . . . A
100

80
85

Ii .I

r

I
')

33.6
26.2 T a r g e t P r i c e  R a n g e

2 0 1 9 2 0 2 0 2 0 2 1

120
100

8 0

54

4 8

32

24
20
16

12

_8

IIII III
A 9-21

(A) Di l.  Eds.  Exc l.  nor rec .  gains  ( losses):  '02,
1 0 ¢ _  '0 3 ,  (3 2 ¢ ) ,  ' 0 4 ,  (7 ¢ ) ,  ' 0 5 ,  ($ 1 .3 6 ) ,  ' 0 8 ,
(we .  '10 ,  9¢ -  '13  &  '14  EPS don' t  add due  to
rounding.  Next  earnings  report  due ear ly  May .

o 2016 Value Line, Inc.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN,
al it may be reproduced, resold, lured or transmitted in any printed, electronic or usher form,

AH rights reserved, Factual malena is obtained from sources believed lo be reliable and is provided wirhoul warranues al any kind,

9 6 % ,  ( g a s )  ' 1 6 ,  9 . 8 % ,  i n  C T :  ( A l e c . )  ' 1 5 ,
9 . 0 2 % :  ( 9 3 8 )  ' 1 5 ,  9 . 5 % ,  i n  NH;  ' 1 0 ,  9 . 6 7 % ,
earn. on avg, com. eq.,  '14: 8.4%. Regul.  Clim.:
CT,  Be low Avg. ,  NH,  Avg. ,  MA,  Above  Avg.

Thiscaubiicaiion is slriclfy for subscriber s own, non-commercial, internal use. No pan
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TIMEUNESS 2 Raised 3I4I16

SAFEW 3 Lwlefed 12l26l08
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Ann'I Total
Return

8 %
N i l

H'gh
Law

019-21 PRO ECTIONS

Price Gain
35 (+15%
25 (-1 s%l

lo Buy
Options
to Sell

Insider Decisions
M J J A S O N D J
0 0 0 0 0 0 0 0 0
0 0 0 0 4 0 0 2 0
0 0 0 0 0 0 0 0 0

Institutional Decisions -
202015 3112015 4mo1s

10 Be 122 108 113
1oseII 125 134 117
Hld'S(000 130044 125340 123580

His h :
Low:

32.B
27.1

32.8
27.1

29.3
15.6

20.5
10.2

19.9
16.6

2 2 1
1 6 3

22.8
19.5

24.9
20.4

2 9 5
23.8

30.3
24.1

30.3
25.9

i
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I
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-
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-
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I
In a 1 yr.

3 yr.
5 yr.

% TOT. RETURN 2/16
VL ARlTH.'

INDEX
-13.5
22.6
38.5

THIS
STUCK
14,5
50.3
85.8

24
16
8

I
Percent
shares
traded

I ll I
l

i t ]
I . | .

I
.I I ll H"rHI

2709.8

3444.5

7.5%

9.9%

10.1%

2008 2009 201o 12011 2012
14.00

3.09

1.16

1.68

14.51

3.27

1.03

.83

16.62

4.12

1.53

.83

17.03

3.51

1.25

.84

15,05

3.45

1.35

.as
8.86

21.39

6.49

20.62

4.76

21.26

3.40

21.74

4.01

21.75
119.26 135.42 135.71 136.14 153.53

20.5

1.23

7.0%

18,0

1.07

5.0%

12.1

.77

4.5%

16.1

1.01

4.1%

15.5

.99

4.1 %

1670.1

119.5

1965.0

135.6

2255.5

211.7
2318.0

174.4

2309.9

199.9
34.5%

46.8%

25.0%

57.0%
31.7%

25.7%
32.7%

38%
34.3%

3.3%

49.7%

49.6%
53.2%

46.2%
50.2%

49.2%
47.8%

51.6%
44.9%

54.4%
5146.2

6081.3

8044.5

6651.1

5867.6

6892.3

5741 .2

7053.5
6135.8

7402.1

3.5%

4.8%

4.6%

3.9%

4.8%

4.8%

5.3%

7.2%

7.3%

5.0%

5.8%

5.8%

5.0%

5.9%

5.9%

12000 2001 2002 2003 2004 2005 r 2006
18.02

4.63

2.05

1.66

23.61

4.70

1.59

1.68

26.91

4.40

2.04

1.66

3104

4.69

2.27

1.66

33.13

4.75

2.46

1.66

34.85

4.54

2.18

1.66

33.30

3.86

1.62

1.66
6.67

14.88

4.38

12.59
1.91

13.58

2.19

13.82

2.66

15.35

4.49

16.37

6.05

16.70
61.91 61.91 69.20 89.26 7437 74.74 80.35
12.4

.81

6.5%

159

.81

6.5%

11.1

.61

7.3%

12.2

.70

6.0%

12.5

.67

5.4%

14.0

.75

55%

18.3

.go

5.6%

2007
37.89

4.24

1.86

1.66

6.15

18,18

86.23

153

.87

5.5%

3267.1

159.2

30.7%

10.6%

40.7%

57.9%

2709.8

3444.5

7.5%

9.9%

10.1%

2013 2014
15.90

4.01

1.62

.88

16.66

4,01

1.57

.94

4.42

22,58
5.10

23.28

153.87 154.16

14.2

.80

3.8%

16.5

.87

3.6%

2446.3

250.2

2568.2

242.8

34.0%

10.4%

32.3%

12.8%
50.0%

49,4%
49.0%

50.4%

7029.1

7746.4

7113.1

8279.6

5.0%

7.1 %

7.2%

4.7%

6.7%

6.7%

2015 2016 2017 © VALUE LINE PUB. LLC 9-21
1821

3.98

1.37

1.00

17.45

4.70

1.75

1.06

18.05

5.10

1.85

1.12

Revenues per sh

"Cash Flow" per sh

Earnings perch A

Div'd Decl'd per sh B I

20.50

6.50

2.00

1.30
4.42

23.68

4.45

24.40

3.80

25.10

Cap'l Speniig her sh
Book Value per sh c

8.25

27.50
154.40 154.75 155,00 Common Shs  Outs !'g D 155.75

19.4

.98

3.8%

Bold fig
Value
esfln

:res are
Line
Ares

Avg Ann'l PIE izaii3

Relative PIE Ratio

Avg Ann'l Div'd Yield

14.71

.90
4.6%

2502.2

213.0

2700

275

2800

290

Revenues ($miII)

Net Profit ($mill)
3200

335
36.7%

4.5%
36.0%

10%

36.0%

2.0%
Income Tax Rate

AFUDC % to Net Profit
36.0%

2.0%
50.3%

49.1 %

47.0%

52.5%

46.5%

53.0%

Long-Term Debt Ratio

Common Equity Ratio

24.0%
55.5%

7440.6

8662.4
7175

8900

7345

8985

Tota! Capital (small) -

Nelplani($mill)
7675

8925
4.2%

5.8%

5.8%

5.0%

7.0%

7.5%

5.0%

7.5%

7.5%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity E

5.5%

7.5%

7.5%

CAPITAL STRUCTURE as of 12/31/15
Total Debt $4155.2 mill. Due in 5 Yrs $15455 mill.
LT Debt $3745.1 mill. LT Interest $188.0 mill,
(LT interest earned: 2.7x)

Leases, Uncapitalized Annual rentals $12.3 mill.
Pension Assets~12l15 $723.9 mill.

Oblig. $1154.8 mill.
Pfd Stock $39.0 mill. Pfd Div'd $1.6 mill.
390,000 she. 3.80% to 4.50% (all $100 par &
cum.), callable from S101 to $103.70.
Common Stock 154,414,902 she.
as of 2/23/16
MARKET CAP: $4.7 billion (Mid Cap)

ELECTRIC OPERATING STATISTICS
2013 2014

+ 2 +.4
1424 1455
6.80 6.79

NA NA
NA NA
NA NA
+.7 +.9

2015
-1.9

1450
6.96

NA
NA
NA
+.9

%°IZ3I§R8""(I?II§*IKI'")
I "H(¢I

Avg.

Avg. Indus Revs.I€I8
Capacity al Peak(

Peak Load, Summer I,Iw)

Annual Load Fad of{ n

% Change Customers a/g)

267Hied Charge Cav. (%) 261 254

Est'd '13-'15
[0 '19-'21

4.0%
8.5%
4.5%
5.5%
3.0%

Past
Yrs.
1.5%
2.5%
4.0%

-3.0%
2.0%

Past
10 Yrs.

-7.0%
-1 .5%
-4.0%
-5.5%
4.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Bock Value

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

538.8
552.2
562.7
600
625

600.3
648.4
6U9.0
650
675

542.2
585.1
549.1
600
625

765.0
782.5
781.4
850
875

2446.3

2568.2

2502.2

2700

2800

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2013

2014

2015

2016

2017

.17

.15

.12

.20

.20

.93

.95

.82

1.00

1.05

.11

.12

.15

.15

.15

.41

.34

.28

.40

.45

1.62

1.57

1.37

1.75

1.85

Cal-
endar

QUARTERLY DIVIDENDS PAID Bl

Mar.31 Jun.30 Sep.30 Dec,31
Full
Year

2012

2013

2014

2015

2016

.2125

.2175

.23

.245

2125
.2175
.23
.245

.2175

.23

.245

.2625

.2125

.2175

.23

.245

.2625

.86

.88

.94

1.00

NMF

104°/>
.9%

91%
NMF

NMF
.9%

81%

3.4%

54%

2.0%

66%
2.2%

83%
3.2%

55%
2.7%

60%
1.6%

73%
3.0%

60%
3.0%

60%

Retained to Com Eq

All Div'dS [Q Net Prof

3.0%

61%
SS: Great Plains Energy Incorporated is a holding compa-

ny for Kansas City Power & Light and two other subsidiaries, which

supply electricity to 846,000 customers in western Missouri (71% of

revenues) and eastern Kansas (29%), Acq'd Aquila 7108. Sold Stra-

tegic Energy (energy-marketing subsidiary) in '08. Electric revenue

breakdown: residential, 40%' commercial, 39%, industrial, 9%,

other, 12%. Generating sources: coal, 63%' nuclear, 13%, wind,

t%, gas & oil, 1%, purchased, 22%. Fuel costs: 24% of revs. '15

reported depress. rate (utility): 3.0%. Has 2,900 employees. Chair-

man: Michael J. Chester. President & CEO: Terry Bassham. inc.:

Missouri. Address: 1200 Main st. Kansas City, Missouri 64105.

Tel.: 816-556-2200. Internet: lnnwv.greatplainsenerov.co .

re a r P la ins  Ene rgy's  e a rnings  will
proba bly ris e s ignificantly this year.
In the fall of 2015, the company's  largest
utility subs idiary, Kansas  City Power &
Light, was granted rate increases in Mis-
souri and Kansas totaling $138.4 million.
However this  didn't help earnings  much
last year because the fourth quarter is sea-
s ona lly we a k. With the  ta riff hike s  in
place  for a ll of 2016, profits  should ad-
vance materially. Our es timate is  within
Great Plains' targeted range of $1.65 $1.80
a share.
The conlpany's  Grea ter Mis s ouri OP-
e ra tions  ha ve  file d a  ra te  ca s e , a nd
another application will come  la te r
this  yea r. The  utility is  s eeking an in~
crease of $59.3 million (82%), based on a
return of 9.9% on a common-equity ratio of
54.83%. New tariffs will take effect in ear
Ly 2017. KCP8zL will file an abbreviated
case in Kansas by November, for a true up
of the cost of an environmental upgrade to
a coal fired facility. The utility might also
file an application in Missouri in the sec-
ond half of 2016.
Frequent ra te filings a re  nothing new
for these  utilities . Due  to the  e ffects  of

regulatory lag, earned returns  on equity
have been low for the past several years.
One reason is that Missouri has been re-
sistant to granting regulatory mechanisms
that track certain kinds  of spending and
provide  some immediate  ra te  re lief for
utilitie s . This  might change , bas ed on
pending legis la tion there , but previous
legislative efforts have been fruitless.
We  fore ca s t a modera te  profit in-
cre a s e  in 2017. Grea t P la ins  should
benefit from additional rate relief, assum-
ing reasonable  regula tory trea tment in
this year's cases. The company has stab
lis ted a goal of 4%-5% annual earnings
growth from 2017 through 2020. Great
Plains ' dividend growth target (beginning
in 2016) is  s lightly higher, a t 5% 7% a
year with a goal of 60%-70% for its payout
ratio.
This  time ly s tock has  a  dividend yie ld
tha t is  c lo s e  to  the  e le c tric  u tility
ave rage . Like  mos t utility is s ue s , the
recent quotation is  well within our 2019
2021 Target Price Range, so total return
potential over that time frame is unattrac
five.
Pau] E. Debbas, CFA March 18, 20]6

topically paid in mid-Mar., June, Sept. & Dec. I

'14 earnings don'l add due lo rounding. Next
earnings repos due early May. (B) Div'ds his-

Div'd reinvest. plan avail. (C) Incl. inland. In

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

B+
95
5

70

... - - v.
3.6% I

3 3 4
26.9 Target  Pr i ce  Range

2 0 1 9 2 0 2 0 2 0 2 1

64

48
40
32

24
20
15

12

8

6

2675.3
127.6
27.0%.
8.4%

30.6%
67.5%
1988.4
3066.2
7.9%
9.2%
9.4%

'15: S7.44lsh. (D) In mill. (E) Rate base: Fair
value. Rate allowed on com. eq in MO in '15:
9.5%; in KS in '15: 93%, earned on avg. com.

Factual material is obtained from sources believed to be reliable and is provided without warranties al an kind,
ThisJ>ublicati0n is stricUy for subscriber's own, noncommercial, internal use. ill part

of it may be reproduced, resold, stored or transmitted in any primed, electronic or other lord, or use for generating or marketing any printed or electronic publication, service or product.

(A) Diluted earnings. Excl nor rec. gains
(losses): '00, 49¢; '01, (8201), '02, (5¢)§ '03,
29¢, '04, (7¢), '09, 12¢, gain (losses) on disc.
ops.: '03, (13¢); '04, 10¢; '05, (3¢), '08, 35¢.
© 2016 Value Line, Inc. All rights reset/ed.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN.

eq., '15: 5.8%. Regulatory Climate: Average.
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shares
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1 I
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2917.0

5.7%
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8.9%
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m ll I I2000 2001 2002 2003 2004 2005 2006 2007 2008
27.10

5.63

3.50

1.86

150.10

5.83

3.35

1.86

24.43

4.08

1.63

1.86

20.41

3.50

.96

1.70

20.00

4.12

1.90

1.20

20.15

3.87

1.75

1.20

21.23

4.58

2.35

1.20

19.51

4.11

1.86

1.20

20.47

4.27

2.18

1.20
3.73

21.82

4.78

23.15

3.53

23.01

3.89

22.54

4.73

23,88

4.53

24.04

5.16

25,77

6.39

28.79

5.19

27.76
37.61 37.63 38.02 38.34 42,22 42,66 43.63 45.06 46.92
10.9

.71

4.9%

11.4

.58

4.9%

18.9

1.03

6.0%

26.5

1.51

6.7%

15.5

.82

4.1%

16.7

.89

4.1%

15.1

.82

3.4%

18.2

.97

3.5%

13.9

.84

4.0%

2009
21.92

5.07

2.64

1.20

5.26

29,17

47.90

10.2

.88

4.5%

1049.8

124.4

15.2%

10.5%

50.2%

49.8%

2807.1

2917.0

5.7%

8.9%

8.9%

2010
20.97

5.35

2.95

1.20

6.85

31.01

49.41

11.8

.75

3.4%

1036.0

142.5

19.1%

49.3%

50.7%

3020.4

3161.4

6.0%

9.3%

9.3%

2011

20.55

5.84

3.36

1.20

6.75

33.19

49.95

11.5

.72

3.1%

1026.8

166.9

23.3%

45.6%

54.4%

3045.2

3406.6

6.8%

10.1%

10.1%

2012 2013 2014 2015 2016 2017 © VALUE LINE PUB. LLC
21.55

5.93

3.37

1.37

24.81

6,29

3.64

1.57

25.51

6.58

3,85

1.76

25.23

6.70

3.87

1.92

25.40

6.85

3.90

2.08

25.75

7.15

4.05

2.24

Revenues per sh

"Cash Flow" per sh

Earnings perch A

Div'd Decl'd per sh a l

27.25

8.00

4.50

2.70
4.78

35.07

4.68

36.84

5.45

38.85

5.84

40.88

6.15

42.65

5.65

44.45

Cap'l Spending per sh

Book Value per sh c
6.25

49.75
50.16 50.23 50.27 50.34 50.40 50.45 Common Shs 0uYst'§ D 50.66
12.4

.79

3.3%

13.4

.75

3.2%

14.7

.77

3.1%

16.2

.82

3.1%

Bold Ng
Value
destin

H85 are
Una
Otes

Avg Ann'l PIE Ratio'

Relative PIE Ratio

Avg Ann'I Div'd Yield

14.5

.90

4.2%

1080.7

168.9
1245.2

182.4

1282.5

193.5

1270.3

194.7

1280

195

1300

205

Revenues ($miII)

Net Profit ($mill)
1375

225
13.4%

20.3%

28.3%

12.3%

8.0%

13.6%

19.0%

18.3%

25.0%

16.0%

250%

16.0%

Income Tax Rate

AFUDC % to Net Profit

25.0%

14.0%
45.5%

54.5%
45.6%

53.4°/
45.3%

54.7%
45.6%

54.4%

46.0%

54.0%

46.5%

53.5%

Long-Term Debt Ratio

Common Equity Ratio

47.0%

53.0%
3225.4

3536.0

3465.9

3665.0

3567.6

3833.5

3783.3

3992.4

3995

4155

4190

4280

Total Capital ($mill)

Net Plant ($mill)
4750

4675
6.5%

9.6%

9.6%

6.4%

93%

9.9%

6.6%

9.9%

9.9%

6.2%

9.5%

9.5%

6.0%

9.0%

9.0%

6.0%

9.0%

9.0%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity E

6.0%

9.0%

9.0%

CAPITAL STRUCTURE as of 12/31/15

Total Debt $l74G.5 mill. Due in 5 Yrs $352.1 mill.

LT Debt $1725.4 mill. LT Interest $82.5 mill.

(LT interest earned: 3.5x)

Pension Assets-12/15 $559.6 mill.

Oblig. $835.5 mill.

Pfd Stock None

Common Stock 50,297,581 she.

as of 2/12/16

MARKET CAP: $3.7 billion (Mid Cap)

In
Avg. IndusL Revs.

ELECTRIC OPERATING STATISTICS

2013 2014
+3.8 -3.6

N A N A
5.21 5.68

N A N A
3407 3184

N A N A
+1 .5 +1.4

'AC e Retail Sales (KWH)
Avg ilst Use (MM

et (¢)
Capacity at Peak (law w
Peak Load, Summa 8 )
Annual Load Favor (
% Change Customers end)

2015
+1 .2

N A
5.70

N A
3402

N A
+1 .8

Fixed Charge Cov. (%) 329 287 307

Past
5 Yrs.
3.5%
6.0%
8.0%
8.0%
6.0%

Est'd '13-'15
to '19-'21

1.5%
3.5%
3.0%
7.5%
4.0%

ANNUAL RATES
of Mango (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Past
10 Yrs.

2.0%
5.5%
9.5%
2.5%
5.0%

Cal-
endar

QUARTERLY REVENUES($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

264.9
292.7
279.4
285
290

303.9
317.8
336.3
335
340

381.1
382.2
369.2
375
380

296.2
289.8
285.4
285
290

C a l-
e nd a r

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

2015

2016

2017

.55

.69

.63

.60

.65

.70

.55

.47

.50

.55

.93

.89

1.31

1.15

1.15

1.46

1.73

1.46

1.65

1.70

3.64

3.85

3.87

3.90

4.05

Cal-
endar

QUARTERLY DIVIDENDS PAID B l t
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2012
2013
2014
2015
2016

.33

.38

.43

.47

.33

.38

.43

.47

.38

.43

.47

.51

.33

.38

.43

.47

.51

1.37

1.57

1.76

1.92

926.3

100.1

879.4

82.3

960.4

98.4

13.3%

4.0%

14.3%

9.7%

16.3%

10.2%

45.2%

54,8%

48.9%

51.1%
47.6%

52.4%

2052.8

2419.1

2364.2

2616.6

2485.9

27582

6.2%

8.9%

8.9%

4.7%

6.8%

6.8%

5.3%

7.6%

7.6%

4.3%

51%

2.4%

64%

3.4%

55%

4.8%

46%

5.5%

41%
6.5%

36%

5.7%

41%

5.6%

43%

5.4%

46%

4.8%

50%

4.5%

53%

4.0%

55%

Retained to Com Eq

All Div'ds to Net Prcf

3.5%

60%
: CORP, Inc. is a holding company for Idaho Power

Company, a regulated electric utility that serves 525,000 customers

throughout a 24,000-squaremile area in southern Idaho and east-

em Oregon (population: 1 million). Most of the company's revenues

are derived from the Idaho portion of its service area. Revenue

breakdown: residential, 40%, commercial, 24%' industrial, 14%' Ir
I I UI

ligation, 13%, other, 9%. Generating sources: hydro, 36%, coal,

28%, gas, 13%, purchased, 23%. Fuel costs: 34% of revenues. '15

reported depreciation rate: 2.7%. Has 2,000 employees. Chairman:

Robert A. Tinstman. President & CEO: Darrel T. Anderson. ln-

corporated: Idaho. Address: 1221 w.  Idaho  s t . Boise, Idaho

83702. Telephone: 208-388-2200. lnlemet: www.ida inc

Cally paid in late Feb., May, Aug., and Nov. I
Div'd reinvestment plan avail. t Shareholder in-
vestment plan avail. (C) incl. intangibles. in '15;
$26.16lsh. (D) In millions. (E) Rate base: Net

39.2
30.1 Ta rge t  P r i c e  R a nge

2 0 1 9 2 0 2 0 2021

120
100

80

64

48

32

24
2 0

15

12

II
-

lH'Hiifiii
' 9 - 21

come if Idaho Power's  re turn on equity in
its  Idaho jurisdiction would otherwise  fa ll
be low 9.5%. The  utility expects  to utilize
le ss  than $5 million of these  credits  this
year, but it is an ace in the hole that it has
if its  se rvice  a rea  has  an unusua lly mild
summer,

1246.2
1282.5
1270.3
1280
1300

We estimate that ITCORP's earnings
in 2016 wil l  wind up just s l ight ly
above last year's tally. In 2015, the com-
pany recorded a $7 million tax benefit. We
assume a higher tax rate this year. Our
earnings estimate is within the company's
targeted range of $3.80-$3.95 a share.
Note that IDACORP was scheduled to re-
port first-quarter earnings shortly after
this report went to press.
We forecast respectable earnings
growth in 2017. Idaho Power is bene-
fiting from the strong economy in the utili-
ty's service area. The Electric Operating
Statistics box shows that annual customer
growth has exceeded 1% in recent years.
Load growth isn't rising as fast as custom-
er growth due to the effects of energy ef-
ficiency, but the utility still expects an in-
crease of 1.2%-1.4% annually, a pace that
is enviable for most electric companies
today. Our profit estimate of $4.05 a share
would produce a 4% increase.
I D A C O R P  h a s a  r e g u l a t o r y  m e c h a n -
i s m  t h a t w i l l  h e l p  p r o t e c t i t s  e a r n i n g s
t h r o u g h  2 0 1 9 .  T h e  c o m p a n y  h a s  $ 4 5  m i l -
l i o n  o f  a c c u m u l a t e d  d e f e r r e d  i n v e s t m e n t
t a x  c r e d i t s  t h a t  i t  m a y  a m o r t i z e  i n t o in-

W e  h a v e  r a i s e d  t h e  c o l n p a n y ' s  F i n a n -
c i a l S t r e n g t h  r a t i n g  f r o m B + +  t o  A .
C a s h  f l o w  i s  s o l i d .  I D A C O R P  i s  u s i n g
o p e n - m a r k e t  p u r c h a s e s  f o r  i t s  d i v i d e n d
r e i n v e s t m e n t  p r o g r a m .  T h e  c o m p a n y  h a s
t h r e e  m i l l i o n  c o m m o n  s h a r e s  a v a i l a b l e  f o r
i s s u a n c e  u n d e r  i t s  c o n t i n u o u s  e q u i t y  p l a n ,
b u t  e x p e c t s  n o  i s s u a n c e s  t h i s  y e a r .  T h e
f i x e d - c h a r g e  c o v e r a g e  a n d  c o m m o n - e q u i t y
r a t i o  a r e  s o u n d .
T h i s t i m e l y  s t o c k  h a s a  h i g h  v a l u a t i o n
f o r  a  u t i l i t y .  T h e  d i v i d e n d  y i e l d  i s  b e l o w
t h e  i n d u s t r y  a v e r a g e ,  a n d  t h e  r e c e n t  q u o -
t a t i o n  i s  n e a r  t h e  u p p e r  e n d  o f  o u r  3 -  t o  5 -
y e a r  T a r g e t  P r i c e  R a n g e .  S o m e  m i d - c a p
u t i l i t i e s  h a v e  b e c o m e  t a k e o v e r  t a r g e t s ,  a n d
w e  t h i n k  s o m e  s u c h  s p e c u l a t i o n  i s  r e f l e c -
t e d  i n  t h e  p r i c e  o f  I D A C O R P  s t o c k .  W e  d o
n o t  a d v i s e  i n v e s t o r s  t o  p u r c h a s e  t h i s  e q u i -
t y  i n  t h e  h o p e  o f  a  b u y o u t  o f f e r ,  h o w e v e r .
P a u ]  E .  D e b b a s ,  C F A A p r i l  2 9 , 2 0 1 6

original cost. Rate allowed on com eq. in `11: l Company's Financial Strength
10% (imputed); earned on avg. cam. eq., '15: Stock's Price Stability
9.7%. Regulatory Climate: Above Average. Price Growth Persistence

Earnings Predictability

(A) Diluted EPS. Excl nonrecurring gains
(toss): '00, 22¢, '03, 26¢, '05, (24¢), '06, 17¢.
'14 earnings don't add due to rounding. Next
earnings report due late July. (B) Div'ds histori-
c 2016 Value Line, Inc. All rights resewed. Factual matenai is obtained from sources beHaved lo be reliable and is provided without warranties of an kind.
THE PUBLISHER is NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. ThisJ>ut1lication is strictly for subscriber's own, noncommercial, internal use to pant
of it may be reproduced, resold, stared or transmitted m any panted, electronic or other form, of use for generating or marketing any printed or electronic publication, sen/ke or product. mom
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1.so

1.02

25.53

3.40

1.sa

1.04
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1.08

aw
esc
1.51
1.oa

aw
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150
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3.35
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.82
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41.50

3.55
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5.1%
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.04
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3.51

5.7%

47.5
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ws
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14.43
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21.1
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C A P r r A L  S T R U C T U R E  l l  Mlm ln s
nun  D IM $ 5 1 9 . 2  n i l .  D uo  Inc  Y r  $ 1 8 1 . 0  nm.
LT  Debt $445.9 ml. LT  Intcnst $30.0 mill.

(LT  hlellil earned: 4.3x)

Loasu, Uncapltallnd Annual rentals $1 mil.
Pcnslon ANd:-12/15 $283.6 mill.  Obllg.  sso2.1

mil.
PM S llldt  Nana

Gammon Slack 38,092,593 shi.

u  M  m m s
MARKET  CAP: s1.1 bllllon (Mid Cap)

ELECTRIC OPERATING STATISTICS

\0:2:lsiB¢wuG
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cqmqnru
huumllmi
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2o1s
+58
NA
NA
NA
NA
NA
NA

2014
+45
NA
NA
NA
NA
NA
NA

2015
-22
NA
NA
NA
NA
NA
NA
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Eil'd '1 s-'15
10 '19-11

3 . 5 %
5 . 5 %
6 . 0 %
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4 . 5 %
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Full
Year

|

229.8

196.5

200.0

205
210

233.1

193.4

1aa.a

2 0 0

210

218.0

215.0

202.8

2 1 0

215

212.4

194.4

1aa.2

195

2017 t o o

893.3

799.3

779.8

a 1 0
8 3 5

Cal-
endar
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Ma r . 3 1  J un . 3 0  S e p . 3 0  D e c . 3 1
Full
Year

2013

2014

2015

2015

2011

.41

.59

.37

. 4 0

.42

.35

.28

.41

. 4 5

. 4 1

.41

.43

.42

. 4 5

.46

.21

.27

.35

. 3 0

. 3 0

1.37

1.55

1.55

1.60

1.65

Cal-
endar
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Full
Year
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.303

.Ana
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.298
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.308

.298

.298

.303

.308

.298

.298

.303

.308

.313

1.19

1.19

1.21

1 2 3

:we
88%

3 . 5 *

86%
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fairly well, though. Investments in
In 2016 will

Otter Tall reported mixed results for
the fourth quarter. The top line declined
modestly due to lower revenue in the elec-
tric utility and manufacturing businesses.
Performance at the utility was hurt by rel-
atively warm weather. w ile the maniac
turlng segment's operation environment
remained challenging. On t e bright side,

increased
project

COI"NP3lll_Y'5
t r a n s  o r m a -

s u i t a b l e

t e r m  i n c r e a s e ,  w h i c h  w o u l d  t a k e  e f f e c t  i n
m i d - A p r i l  o f  t h i s  y e a r .
Growth may well remain muted in the
near tern. Challenging business condi-
tions should continue to hinder the per-
formance of the manufacturing segment.
The electric business ought to perform

two
large transmission projects
likely boost earnings here.
Long-term prospects a pear some-
what more favorable. Phe
recently completed strategic
son has allowed it to reduce risk and im-
prove growth opportunities. Solid results
from the electric line should remain the
primary driver of performance here, and
we also envision healthy improvement
from the manufacturing business. Growth
will likely pick up as the end of the decade
approaches.
T h e s e  s h a r e s  m a b e f o r
i n c o m e - m i n d e d , a y - a n d - h o l d a c -
c o u n t s .  I n d e e d .  t h e  d i v i d e n d  y i e l d  i s
a b o v e  = v ° " = 9 ¥ -  F r o m  t h e  r e c e n t  q u o t a t i o n .
t h i s  e q u i t y  o  e r e  d e c e n t  l o n g - t e r m  t o t a l  r e -

M a m h  1 8  2 0 1 6

earnings thanks to lower ex-
penses. Strong management and
the related regulatory recovery of the utile
Ty's investments in environmental up-
grades and transmission lines contributed
to bottom-llne roth.
The board of directors has increased
the dividend modestly Beginning with
the March payout, the quarterly dividend
is now $03125 per share. Annual dividend
goth will probably continue.

tier Tail ewer has filed a rate case
in Minnesota. It has asked the Min-
nesota Public Utilities Commission for
permission to increase its rates. The com-
pany cited rising costs as well as invest-
ments in technology and infrastructure as
reasons for the proposed increase. A final
determination is expected next year. In
the meantime. the utility is seeking an In

turn potential.
Michael Napoli, COM

2013

2014

2015

'14, 2¢. Earnings may pal turn due lo rour.41-
ing. Next eamlngs repofl due in May.
(B) Div 'ds hislonally paid in early Much.
June. Sept., and Der; l Div'd reinvestment

BE

9 0
15
50

Company's Financial Strength
Stock's Pda S lahllily
Prlce Grow th Perslslence
Eamlngs Predkiahllity

39 .4
29 .0

T a r g e t  P r ic e  R a n g e
2 0 1 9 2 0 2 1

I. i i ll\

80

60
50
40

- 3 0
25
20

15

10

- 7 . 5

-

l l l l l l l  I 1

J 9-21

1105.0

50.8

34.8%

1.9%

33.5%

64.5%

763.0

718.6

7.7%

10.0%

102%

I

(A) Di luted earnings. Excl nonrecurring gains

(losses) f rom discount operations: `04 8¢, '05
mill., $1.46/sh. (D) In mill.
(E) Regulatory Climate: MN, ND, Average, SD,

. plan avail. (C) Incl. intangibles. In '15: $55.4
(losses): '10, (44¢); '11, 26¢; '13, 2¢, game

33¢, '06, 1¢, '11, ($1.11); '12, ($1.22), '13, 2¢, Above Average.
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2019-21 PROJECTIONS
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Gain Return
N i l 4 %
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Insider Decisions
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46.7
39.8

51.0
38.3

42.9
26.3

38.0
22,3

42.7
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48.9
37.3
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115.1 48.5

1 yr.
3 yr.
5 yr.

Ins t i tu t i ona l Decisions
102015 Ja2015 4c201s

to Buy 175 181 196
Io So! 180 175 167
Hld'qoao) 87394 89339 88855
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32.75

9.35

4.00

2 5 6

33.95

9.15

4.25

2.68

Revenues per sh

"Cash Flow" per sh

E a r n i ngs  pe r c h *

Div 'd DecI 'd per sh s  l

38.25

11.25

4.75

3.10
11.25

42.70
11.95

44.25

Cap'I Spending perch

Book Value perch c

10.25

4a.1s
111.50 112.00 Common Shs 0 ut s t ' g  °  |  1 1 3 . 5 0

Edd fig
Vlluc
lslln

:ms ill
Llne
ans

Avg Ann'IPIE Mio

Relative PE Ratio

Avg Ann'I Div'd Yield

148
.90

4.5%

J650

445

3800
415

Revenues ($mill) -
Net Profit ($milI)

4550
540

34.5%

11.0%

34.5%

12.0%

Income Tax Rate

AFUDC 'A to Net Profi t

34.5%

8.0%
45.5%

54.5%

46.0%

54.0%

Long-Term Debt Ratio

Common Equity Ratio

45.0%

55.0%
a7s0

12475
9190

13175

Total Capital ($miII)

Net Plants$mill)

10075

14550
6.0%

9.5%

9.5%

6.5%

9.5%

9.5%

Return on Total Cap'I

Return on Shr. Equity

R e c u r on Com Equity E

6 .5%

10.0%

10.0%

I2000 2001 2002 2003 2004 2005 I 2006 2007 2008 2009 2010 2011 2012 2013 2014
43.50

7.99

3.35

1.43

53.66

8.72

3.68

1.53

28.90

7.01

2.53

1.63

30.87

1.33

2.52

1.73

31.59

6.93

2.58

1.83

30,16

5.76

2.24

1.93

34.03

9.70

3.17

2.03

35.07

9.29

2.96

2.10

33.37

8.13

2.12

2.10

32.50

8.0a

2.26

2.10

30.01

6.85

3.08

2.10

29.67

7.52

2.99

2.10

30.09

7.92

3.50

2.67

31.35

8.15

3.66

2.23

31.58

8.09

3.58

2.33
7.76

28.09

12.27

29.46

9.81

29.44

7.60

31.00

5.86

32.14

6.39

34.57

7.59

34.48

9.37

35.15

9.46

34.15

7.64

32.69

7.03

33.86

8.26

34.98
8.24

36.20

9.36

38.07

8.38

39.50
84.83 84.831 91.26 91.29 91.79 99.08 99.96 100.49 100,89 101.43 108.77 109.25 109.74 110.18 110.57

11.3

.73

3.8%

12.0

.61

3.5%

14.4

.19

4.5%

14.0

.80

4.9%

15.8

.ea

4.5%

19.2

1.02

4.5%

13.7

.74

4.7%

14.9

.79

4.8%

16.1

.97

6.2%

13.1

.91

6 .8%

12.6

. t o

5.4%

14.6

.92

4.8%

14.3

.91

5.3%

15.3

.86

4.0%

15.9

.84

4.1%

2015

31.50

9.09

3.92

2.44

9.84

41.30

110.98

16.0

.81

3.9%

3495.4

437.3

M. 3 %

11.8%

43.0%

51.0%

8046.3

11e09

6.4%

9.5%

9.5%

CAPITAL STRUCTURE as bf 12/31/15

To ta l De b t S3820.0 mi ll.  Due in 5 Yrs s1314.s  mi ll.

LT Debt  $34s2.4 mi ll. L T Interest $169.7 mi ll.

Inc l.  S13.4 mi ll.  Palo Verde sale leaseback lessor

notes.

(LT interest earned: 5.0x)
Leases, Uncapi ta li zed Annua l renta ls  $18.0  mi ll.

P e ns i o n Assets-12/15 $2542.8 mm.

Oblig.  s3033.8  mi ll.
P fd S to c k No ne

Common Stock 111,004,916 she.

as of 2/12/16

MARKET CAP: $8.3 billion (Large Cap)

as °*~;3=86411 (KWH)
4 SC I
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Peak lead, I M

ELECTRIC OPERATINGSTATISTICS
2013

-.2
644

8.21
8398
G927
50.0
+ I .4

2015
+1.3
e s t

8.17
9250
7031
48.3
+ 1 8

2014
-1 .8
659

8.26
9259
7007
48.6
+1 .2

Avg.

A g.

v .In
S.11vnuI )

Al'I.'l.Id Load to( 1
% Cw;e 0.»sl01r¢.'s yr4nd)

419 404rm Charge aw. nm 438

Past
19 Yrs.

2.5%
4.5%
2.5%
2.0%

Past Es\'d '13-'15
5 Yrs. Io '19-'21

-.5% 3.5%
2.0% 5.0%
8.5% 4.0%
2.0% 5.0%
3.5% 3.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

2015

2016

2 0 1 1

915.8

906.3

890.7

9 7 5

1025

686.6

686.2

671.2

700

725

1152.4

1112.7

1199.1

1225

1275

699.8

726.4

734.4

7 5 0

775

3454.6

3491.6

3495.4

3650

3800

Cal-
endar

EARNINGS PER SHARE A

Mar.31 J un . 3 0  S e p . 3 0 De c .3 1
Full
Year

2013

2014

2015

2016

2017

.22

.05

.37

. 3 5

. 3 5

1 .18

1 .19

1 .10

1 .30

1 .35

2.04

2 .20

2.30

2.35

2 .40

.22

.14

.14

Ni l

. 1 5

3.56

3.58

3.92

4 .00

4 .25

Cal-
e nda r

QUARTERLY DIVIDENDS PAID B l

Mar.31 J un . 3 0  S e p . 3 0 De c .3 1
Full
Year

2012

2013

2014

2015

2016

.525

.545

.568

.595

.525

.545

.568

.595

.545

.557

.595

.625

.525

.545

.568

.595

.625

2.12

2.20

2.30

2.41

3401.7

317.1
3523.6

298.8

3367.1

213.6

3297.1

229.2

3263.6

330.4

3241.4

328.2

3301.8

387.4

3454.6

406.1

3491.6

397.6
33.0%

11.1%

33.6%

14.8%

23.4%

17.5%

36.9%

11.2%

31.9%

11.7%

34.0%

12.8%

36.2%

9.7%

34.4%

10.0%

34.2%

11.6%
48.4%

51.6%

47.0%

53.0%

48.8%

53.2%

50.4%

49.6%

45.3%

54.7%

44.1%

55.9%

44.6%

55.4%

40.0%

60.0%

41.0%

59.0%
6678.7

7881.9

6658.7

8436.4

6477.6

8916.7

6686.6

9257.8
6729.1

9578.8

6840.9

9962.3

7171.9

10395
6990.9
10889

7398.7

11194
6.2%

9.2%

9.2%

5.9%

8.5%

8.5%

4.7%

6.2%

6.2%

4.8%

6.9%

6.9%

6.5%

9.0%

9.0%

6.4%

8.6%

8.6%

6.8%

9.8%

9.8%

7.1%

9.7%

9.7%

6.4%

9.1%

9.1%
3.4%

63%

2.5%

70%

.3%

96%

.7%

89%

3.1%

66%

2.8%

68%

4.1%

58%

4.1%

58%

3.5%

62%

3.9%

59%

3.5%

64%

3.5%

63%

Retained to Com Eq

All Div 'ds to Net Prof

3.5%

65%
BUSINESS:  Pin fade W es t  Capi ta l Corpora t ion is  a  ho lding compa-

ny  fo r  Ar izona Publi c  Serv ice  Company  (Aps ) ,  which supplies  e lec -

t r i c i ty  to  1 .1  mi llion ms tomers  in mos t  o f  Ar izona,  except  about  ha lf

o f  t he  Pho e ni x  me t ro  a re a ,  t he  Tuc s o n metro a re a ,  a nd Mo ha v e

County  i n no r thwes te rn Ar i zona .  Discont inued SunCor  rea l es ta te

s ubs i di a ry  i n ' 1 0 .  E le c t r i c  re v e nue  bre a kdo wn:  re s i de nt i a l ,  4 9 % ,

c ommerc ia l,  39% '  i ndus t r i a l,  5% '  o the r ,  7%.  Genera t i ng s ourc es :

coa l,  31%, nuc lear,  27%, gas a other,  20%, purchased,  22%. Fue l

costs: 32% at revenues. '15 reported depress. rate: 2.7%. Has 6,400

employ ees .  Cha i rman,  Pres i dent  8 -  CEO:  Dona ld E .  Brandt .  i nc . :

AZ .  Addre s s :  4 0 0  No r t h F i f t h S t . P . O.  B o x 5 3 9 9 9 ,  P ho e ni x ,  AZ

85072-3999. Tel. :  602-250-1000. Internet: p i nna c le we s t c o m.

P i n n a c l e  W e s t ' s  u t i l i t y  s u b s i d i a r y  i s
p l a n n i n g  t o  f i l e  a  r a t e  c a s e .  A r i z o n a
P u b l i c  S e r v i c e  h a s  g i v e n  t h e  A r i z o n a  C o r -
p o r a t i o n  C o m m i s s i o n  ( A C C )  n o t i c e o f i t s
i n t e n t  t o  f i l e  a  c a s e  o n  J u n e  l e t .  W h a t  w i l l
b e  n o t e w o r t h y  w o n ' t  b e  t h e  u t i l i t y ' s  r a v e
h u e r e q u i r e m e n t , b u t o t h e r  a s p e c t s  o f  t h e
c a s e .  R e s i d e n t i a l  r a t e  d e s i g n  w i l l  b e  a  k e y
i s s u e .  A b o u t  7 0 %  o f  t h e  u t i l i t y ' s  c o s t s  o f
s e r v i n g  r e s i d e n t i a l  c u s t o m e r s  a r e  f i x e d .
b u t  o n l y  l 0 %  o f  r e v e n u e s  c o m e  f r o m  f i x e d
c h a r g e s  o n  c u s t o m e r s '  b i l l s .  A n o t h e r  p r o b -
l e m  i s  t h e  s u b s i d i z a t i o n  o f  r o o f t o p  s o l a r
u s e r s  b y  n o n s o l a r  c u s t o m e r s .  T h e  A C C  h a s
b e e n  c o n d u c t i n g  h e a r i n g s  a b o u t  t h e  d i f f
c u l l i e s  t h a t  u t i l i t i e s  i n  t h e  s t a t e  ( n o t  j u s t
A P S )  a r e  f a c i n g .  A P S  a l s o  p l a n s  t o  a s k  f o r
a  d e c o u p l i n g  m e c h a n i s m  s o  t h a t  r e v e n u e s
a r e  b a s e d  o n  c u s t o m e r  g r o w t h ,  n o t  v o l u m e
g r o w t h .  T h i s  w o u l d  r e p l a c e  a  r e g u l a t o r y
m e c h a n i s m  t h a t  p r o v i d e s  t h e  u t i l i t y  w i t h
o n l y  p a r t i a l  c o m p e n s a t i o n  f o r  t h e  e f f e c t s  o f
e n e r g y  e f f i c i e n c y  o n  v o l u m e .  A N S  w i l l  a l s o
a s k  t h e  A C C  t o  a l l o w  i t  t o  d e f e r  ( f o r  f u t u r e
r e c o v e r y )  c o s t s  a s s o c i a t e d  w i t h  t w o  m a j o r
c o n s t r u c t i o n  p r o j e c t s  ( s e e  b e l o w ) .  T h e  c o m
p a r t y  i s  a s k i n g  f o r  n e w  r a t e s  t o  t a k e  e f f e c t
i n  m i d - 2 0 1 7 .

W e e s t i m a t e  a  m o d e s t  e a r n i n g s i n -
c r e a s e i n 2 0 1 6 .  A P S  b e n e f i t s  f r o m  r e g u -
l a t o r y  m e c h a n i s m s  t h a t  p r o v i d e  a n n u a l
r e v e n u e s  f o r  c e r t a i n  k i n d s  o f  s p e n d i n g .
s u c h  a s  f o r  e l e c t r i c  t r a n s m i s s i o n .  H o w e v e r ,
a  m a j o r  o v e r h a u l  a t  a  c o a l - f i r e d  u n i t  w i l l
h u r t  t h e  M a r c h  q u a r t e r  e a r n i n g s  c o m p a r i -
s o n .  O u r  e s t i m a t e  i s  a t  t h e  m i d p o i n t  o f
m a n a g e m e n t ' s  t a r g e t e d  r a n g e  o f  $ 3 . 9 0 -
$ 4 . 1 0  a  s h a r e .  W i t h o u t  t h e  c o s t s  o f  t h i s
o v e r h a u l  i n  2 0 1 7 ,  p r o f i t  g r o w t h  s h o u l d  b e
g r e a t e r  n e x t  y e a r .  O u r  e s t i m a t e  i s  $ 4 . 2 5  a
s h a r e .
T h e u t i l i t y  e x p e c t s t o s t a r t  c o n s t r u c -

t i o n  o n  t w o m a j o r c a p i t a l  p r o j e c t s i n

2 0 1 G .  A P S  i s  b u i l d i n g  a  5 1 0  m e g a w a t t

g a s - f i r e d  p l a n t  t h a t  w i l l  r e p l a c e  2 9 0  m w  o f `

o l d  c a p a c i t y .  T h e  e x p e c t e d  c o s t  i s  $ 5 0 0  m i l

l i o n .  A n  e n v i r o n m e n t a l  u p g r a d e  t o  t w o

c o a l ~ f i r e d  u n i t s  i s  e x p e c t e d  t o  c o s t  $ 4 0 0

m i l l i o n .

T h i s  s t o c k  i s  r a n k e d 1 ( H i g h e s t ) f o r
b o t h T i l n c l i n e s s  a n d  S a f e t y .  T h e  d i v e

e n d  y i e l d  i s  o n l y  a b o u t  a v e r a g e  f o r  a  u t i l e
t y ,  a n d  w i t h  t h e  r e c e n t  q u o t a t i o n  n e a r  t h e
u p p e r  e n d  o f  o u r  2 0 1 9 - 2 0 2 1  ' T a r g e t  P r i c e
R a n g e ,  t o t a l  r e t u r n  p o t e n t i a l  i s  l o w .
P a u l  I " .  D e b b a l s ,  C F A A p r i l  2 9 , 2 0 1 6

don l add due lo rounding. Next earnings report
due late July. (B) Divlds historically paid in ear-
ly Mar., June, Sept., 8 Dec. There were 5 dec-
larations in '12. I Div'd reinvestment plan avail.

A+
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65
75

Company's Financial Strength
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(A) Di luted EPS. Excl. nor rec. losses: '02, 77¢,
'09, S1.45, excl.  gains (losses) from disc. ops.:
' 0 0 ,  2 2 ¢ ;  ' 0 5 ,  (3 6 ¢ ) ,  ' 0 6 ,  1 0 ¢ ,  ' 0 8 ,  2 8 ¢ ;  ' 0 9 ,
(13¢ ) ;  ' 10 ,  18¢ ;  '11 ,  10¢ ,  '12 ,  (5¢ ) .  ' 15  EPS
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19.01

2.32

.58

.50

18.03

3.62

1.45

.76

18,07

3.70

1.64

.80

18_75

3.85

1.60

.88

20,40

4.10

1.85

.96

Revenues per sh

"Cash Flow" per sh

Earnings  per sh A

Div 'd Dec I 'd per sh B 'T

20.30

4.70

2.35

1.30
a.32

18.90

5.78

22.39

5.50

20.76

5.60

22.70

5.65

23.60

Cap' l Spending per sh

Book Va lue per sh c

5.50

25.50
86.67 79.65 79.65 80.00 80.00 80.00Common Shs  0uts t 'g D

18.1

1.21

4.8%

18.7

.98

2.8%

15.9

.86

2.9%

Bold Ilghres are
Value Llne
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Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann' l Div 'd Yie ld

16.0

1.00

3.5%

1647.7

53.5

1433.9

116.3

1439.1

131.5
i500

135

1630

150
Revenues ($mill)

Net Profit ($milI)
1625

190
30.4%

6.4%

34.8%

1.3%

35.0%

1.5%

35.0%

2.5%

35.0%

3.0%

Income Tax Rate

AFUDC % to Net Profi t

35.0%

8.0%
48.7%

51.0%

47.8%

51.9%

54.3%

45.6%

53.0%

46.0%

53.5%

45.5%

Long-Term Debt Ratio

Common Equi ty  Rat io

52.5%

46.5%
3214.9

3332.4

3437,1

4270.0

3624.3

4535.4

3845

4655

4025

4800

Total Capital ($mill)

et Plant ($mill)
4385

5270
3.1%

3 2 %

3.2%

5.1%

6.5%

6.5%

5.0%

7.9%

7.9%

5.0%

7.5%

7.5%

5.5%

8.0%

8.0%

Return on Tota l CapI

Recur on Shi .  Equi ty

Return on Com Equi ty  E
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9.5%

9.5%
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27.46

3.16

1.55

.53

40.09

4.31

2.81

.53

19.92

2.83

1.07

.57

24.11

3.05

1.15

.61

26.54

3.14

1.43

.63

30.19

3.56

1.56

.79

32.25

3.57

1.72

.86

2.50

15.76

4.51

17.25

4.09

18.60

2.78

17.84

2.25

18.19

3.07

18.70

4 0 4

22.09

58.68 58.68 58.68 60.39 60.46 68.791 76.65
8.5

.55

4.1%

7.3

.37

2.8%

15.1

.82

3.5%

14.7

.84

3.5%

15.0

.79

2.9%

17.4

.93

2.9%

15.6

.84

3.2%

2 0 0 7 2 0 0 8

24.92

2.54

.76

.91

22.65

1.76

.11

.61

5.94

22.03

3.99

18.89

75.81 86.53

35.6

1.89

3.4%

NMF

NMF

4.9%

1914.0

59.9

1959.5

6.1

5.1% 40.4%

42.0%

57.6%

45.6%

54.0%

2935.8

2935.4

3025.4

3192.0

3.4%

3.5%

3.5%

1.9%

.5%

.5%
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19.31

2 6 7

.87

.50

21.35

3.18

1.08

.50

16.85

3.38

1.31

_58

17.42

3.51

1.41

.68

3.25

17.60

4.10

19.62

3.88

2005

4.37

20.87

86.67 79.65 79.65 79.65

14.0

.89

4.1%

14.5

.91

3.2%

15.0

.95

3.0%

16.1

.90

3.0%

1873.5

80.0

1700.5

96.6

1342.4

105.6

1387.9

113.5

32.6%

7.1%

38.8%

8.8%

31.4%

7.2%

31 .6%

1.3%

50.4%

49.2%

51.5%

48.1%

50.9%

48.7%

50.0%

49.7%

3100.3

3444.4

3245.6

3627.1

3277.9

3746.5

3344.0

3933.9

4.2%

5.2%

5.2%

4.5%

6.1%

6.1%

5.1%

6.6%

5.6%

5.2%

5.8%

6.8%

CAPITAL STROCTURE as of 12131115

Total Debt $234261 mi ll.  Due in 5 Yrs $1054 mi ll.

LT Debi  $1967.0 mi ll. LT Interes t  $110 mi ll.

(LT interest earned: 2.4x)

Pens ion Assets -12 /15  S6200 mi ll.

Oblig.  $662.1  mi ll.

Pfd Stock $11.5  mm. Pfd Div 'd S.5  mi ll.

115,293 she. 4.58%, S100 par w/o mandatory

redemption. Sinking fund began 2/1lB4.

Common Stock 79 ,653,624 she.

as of 2/19/16

MARKET CAP:  $2 .6  bi l l i on (Mid Cap)

ELECTRIC OPERATING STATISTICSF

2 0 1 3 2 0 1 4
-2 .9 -2. 1
N / A N / A
N l A N / A

2 5 7 2 2 7 0 7
2 0 0 8 1 9 4 8

N / A N / A
+ . 7 + . 6

KWH
CapadtyalPeak(I (¢)

% °h@39@ RetaN Sales (KWH)
Avg. In use Use (MVWI)
Avg. Induct Revs.

PM Load, Summer vow)
Annual Load Faciof(/4
"A Change Customers trend)

2 0 1 5
+2. 1
N l A
N l A

2 7 8 7
1 8 8 9

N / A
+ . 9

2 4 1 2 5 0 N/ AReed Charge Cov. (%)

P a s t
Yrs.

- 4 . 5 %
9 . 5 %

2 3 . 5 %

Es t 'd '12 - '14
to '19-'21

1 . 5 %
5 . 0 %
9 . 0 %

1 0 . 0 %
1 . 0 % 3 . 5 %

P a s t
10 Yrs.

-3 .0 %
1 . 5 %
1 . 5 %
1 . 0 %
2 . 0 %

ANNUAL  R ATE S
of change (per sh)
Re v e nue s
"C a s h F lo w "
Ea rni ngs
Di v i de nds
B o o k Va lue

Ca l-
e nda r

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

F u l l
Year

2013

2014

2015

2016

2017

347.6

346.2

352.9

360

3 9 0

399.7

413.9

417.4

4 4 0

4 7 5

322.9

346.9

335.9

3 5 5

390

317.7

328.9

332.9

345

3 7 5

1387.9

1435.9

1439.1

1500

1630

Ca l-
endar

EARNINGS PER SHARE A

Ma r . 3 1  J un. 3 0  S e p. 3 0 Dec .31
F u l l
Year

2013

2014

2015

2016

2017

.64

.69

.76

. 7 4

. 8 1

.21

.24

.23

. 2 4

. 3 0

.18

.16

.21

.22

.28

.38

.36

.44

. 4 0

. 4 6

1.41

1.45

1.64

1 .60

1.85

Cal-
e nda r

OUARTERLY DIVIDENDS PAID B'T

Mar.31 Jun.30 Sep.30 Dec.31
F u l l
Year

2012

2013

2014

2015

2016

.145

.165

.185

.20

.145

.165

.185

.20

.145

.165

.185

.20

.145

.145

.185

.20

.22

.58

.84

.74

.80

2471.7

122.1

24.7%

4.1%

50.9%

48.8%

3 4 7 0 ]

3761.9

4.9%

7.2%

7.2%

3.7%

49%

NMF

117%

NMF

NMF

.4%

86%

2.2%

58%

3.3%

47%

3.8%

43%

3.7%

45%

3.2%

51 %

4.0%

49%

3.5%

51%

3.5%

52%

Retained to Com Eq

All Div 'ds to Net Prof

3.5%

55%
BUSINESS:  PNM Resources  i s  an inves to r -owned ho lding compa-

ny  o f  energy  and energy  re la ted bus inesses .  Pr imary  subs idia r ies

inc lude  Publi c  Serv ice  Company  o f  New Mexico  (PNM) and Texas -

Ne w Me xi c o  Po we r  Co mpa ny  (TNMP) ,  whi c h ge ne ra t e ,  t ra ns mi t ,

a nd d i s t r i bu t e  e le c t r i c i t y  i n  Ne w  Me x i c o  a nd Te xa s .  S o ld  F i r s t

Choice Energy (9/11) and gas ut i li ty  operat ions (1/09).  Elec tr ic  rev .

breakdown '15: res identia l ,  30%, commerc ial ,  32%, industria l , 19%,

o the r ,  1 9 % .  Fue ls :  c o a t ,  5 7 % '  nuc le a r ,  3 0 % ,  ga s o i l ,  1 2 % ,  s o la r ,

1%. Fue l cos ts :  49% of  revenues .  '15  depredat ion ra te :  3 .3%. Has

1,881 employees .  Chai rman, Pres ident  & CEO: Patr ic ia  K.  Collawn.

i nc . :  NM.  Addres s :  414  S i lv e r  Av e .  SW ,  Albuque rque ,  NM.  87102 .

Tel. :  505-241-2700. Internet: wvvw.pnmresources.com.

W e ' v e  t r i m m e d  a  n i c k e l  o f f  o u r  2 0 1 6

s h a r e - n e t e s t i m a t e f o r P N M R e -

s o u r c e s . O u r r e v i s e d t a r g e t o f  $ 1 . 6 0

r e p r e s e n t s  a  2 %  d e c l i n e  f r o m  t h e  a d j u s t e d

$ 1 . 6 4  e a r n e d  l a s t  y e a r  b y  t h e  e l e c t r i c -

u t i l i t y  h o l d i n g  c o m p a n y .  P r e v i o u s l y ,  w e

t h o u g h t  r e s u l t s  w o u l d  b e  r o u g h l y  f l a t  o n  a

y e a r - o v e r - y e a r  b a s i s .

T h e  d o w n w a r d r e v i s i o n  i s  t o  b e t t e r

r e f l e c t , i n p a r t ,  s o m e w h a t  c h a l l e n g i n g

c o n d i t i o n s w i t h i n t h e  u t i l i t y ' s  s e r v i c e

a r e a . P u b l i c S e r v i c e o f N e w M e x i c o

( P S N M )  d o e s n ' t  d i r e c t l y  s e r v e  r e g i o n s  o f

t h e  s t a t e  t h a t  p r o d u c e  o i l  a n d  g a s .  S t i l l ,

m a n a g e m e n t r e c e n t l y c o n c e d e d t h a t

e n e r g y - s e c t o r  l a y o f f s  a n d  a  d e c r e a s e  i n

s t a t e  r o y a l t y  r e v e n u e s  w o u l d  h u r t  c e r t a i n

l o c a l  e c o n o m i e s  w i t h i n t h e  p o w e r  p r o

v i d e o ' s  o p e r a t i n g  t e r r i t o r y .

N e a r - t e r m  r e g u l a t o r y  c o n c e r n s  h a v e

a l s o  b u b b l e d u p .  N o t a b l y ,  t h e  N e w  M a x i

c o  P u b l i c  R e g u l a t i o n  C o m m i s s i o n  i s  s a i d  t o

h a v e  i s s u e d  a  t e m p o r a r y  h a l t  o n  a  $ 1 2 3 . 5

m i l l i o n  r a t e  c a s e  t h a t  P S N M  f i l e d  l a s t

y e a r .  T h e  n e w  r a t e s  w i l l  n o w  r e p o r t e d l y  g o

i n t o  e f f e c t  i n  A u g u s t ,  a t  t h e  e a r l i e s t .  T h e

d e l a y  c o u l d  r e d u c e  s h a r e  n e t  b y  $ 0 . 0 8  o r

m o r e .

E a r n i n g s  s h o u l d  r e b o u n d  n e x t y e a r .

T o  w i t ,  P N M  c o n t i n u e s  t o  t a r g e t  a b o v e ~

i n d u s t r y - a v e r a g e  b o t t o m - l i n e  g r o w t h  o f  b e -

t w e e n  7 %  a n d  9 %  p e r  y e a r  o u t  t o  2 0 1 9 .

K e y  t o  r e a c h i n g  t h e  m a r k  w i l l  b e  P N M ' s

a b i l i t y  t o  b o t h  e a r n  a u t h o r i z e d  r e t u r n s  o n

i t s  r e g u l a t e d  b u s i n e s s e s  a n d  m i n i m i z e  r e g -

u l a t o r y  l a g .  F u r t h e r  a d d i t i o n s  t o  t h e  r a t e

b a s e  s h o u l d  a l s o  h e l p .  T o  t h a t  e n d ,  P S N M

i n t e n d s  t o  i n v e s t  a p p r o x i m a t e l y  $ 7 2 0  m i l

l i o n  i n  p o w e r  g e n e r a t i o n  o v e r  t h e  n e x t  f o u r

y e a r s  ( 2 0 1 6 - 2 0 1 9 )  w h i l e  t r a n s m i s s i o n  a n d

d i s t r i b u t i o n  i s  e x p e c t e d  t o  s e e  a  $ 4 5 0  m i l

l i o n  s p e n d .

D i v i d e n d s m a y  r i s e  a t  a s l i g h t l y  f a s t e r

p a c e . I n d e e d , P N M h a s s o m e u p s i d e

f l e x i b i l i t y ,  a s  t h e  r e c e n t  p a y o u t  r a t i o  w a s

w e l l  b e l o w  t h e  u p p e r  e n d  o f  i t s  s t a t e d  5 0 %

6 0 %  t a r g e t  r a n g e .

S h a r e s  o f  P N M  R e s o u r c e s  r e m a i n  a n

a v e r a g e  s e l e c t i o n  ( T i m e l i n e s s :  3 )  f o r

r e l a t i v e y e a r - a h e a d p r i c e p e r f o r m -

a n c e .  A t  t h e  r e c e n t  q u o t a t i o n ,  l o n g - t e r m

t o t a l  r e t u r n  p o t e n t i a l  d o e s n ' t  s t a n d  o u t ,  e t

t h e e .  R e c e n t  d i v i d e n d  h i k e s  a r e  e n c o u r a g e

i n ,  b u t  m o r e  c o m p e t i t i v e  y i e l d s  c a n  s t i l l

b e  f o u n d  e l s e w h e r e .

N i l s  C .  V a n  L j e w A p r i l  2 9 , 2 0 1 6
in. Next egg. rpt due late February. (B) Div'ds
hist. pd, in Feb., May, Aug., Nov. l Div'd rein»
vest. plan avail. t Shareholder invest. plan
avail. (C) Incl. inland. '15: S3.49lsh. (D) In mill.

34.3
21.0 Target Price Range

2019 2020 2021

64

48
40

32

24
20

16

12

8

-G

lJ.Lll

IU

adjust. for split. (E) Rate base: Ne! orig. cost,
ROE allowed in '11: 100%: earned on avg.

(A) EPS dll Excl n/r gains (losses): '00, 21¢,
'01, (15¢)_ '03, 67¢, '05, (5616); '08, (83.77) '10,
(5138); '11, 88¢. '13, (16), Excl. disc. ops.: '08, com. eq., '13: 10.0%. Reg. Climate: Avg (F)
42¢, '09, 7B¢. Egg. may not sum due to round- Excl. First Choice.
© 2016 Value Line. Inc All rights reserved. Factual material is obtained from sources believed lo be reliable and is provided without warranties of any kind.
THE PUBLl5HER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. non-commercial internal use. No part
of ii may be reproduced, resold, stored or transmitted in any printed, electronic or other lord, service or product

ThisJJublication is strictly for subscriber's own, .  ,
nr use for generating or marketing any primed 01 eleclmnic pubhcalion,
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VALUE
LINE

DIVD
YLD 3.2%

1TIMEUNESS Raised 3118116

SAFETY 2 Raised5/4112

T E CHNI CA L 2 Lowefed 4l1l16

BETA .B0 (1.00=Marke¢)

Price
40
30

Ann'I Total
Recur

4 %
-3 %

2019-21 PROJECTIONS

Gain
N`llH'gh

Law

D

0
0
0

I n s i d e r  D e e i s i o n s

J J A S O N

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 2 0 1

J  F

0  0
0  7
0  0

In Buy
Options
to Sell

Institutional Decisions
202a1s aa2015 402015

to Be 112 113 125
Io Sell 136 110 106
HId's(000} 86966 86675 86623

Hi g h :
L o w :

35.0
2 4 2

27.7
15.4

2 1 4
1 3 . 5
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26.0
21.3

28.1
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33.3
27.4

40.3
2 9 0

41.0
33.0

40.5
35.3
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STOCK INDEX
10.1 -5.8
42.8 27.9
97.8 48.5

1 yr.
3 yr.
5 yr.

Per cent
s ha r es
t raded

2 1
1 4
7

1 I, l

l !

llhl I

I r . I
ll | Il  I

*' Mn
I •| l1 s I I I

I I , |
l Q In I

2000 2001 I 2002 2003 2004 l2005F 2006 2007 2008
23.14

4.75

1.02

24.32

4.64

1.14

. 68

27. 87

5.21

2,33

. 93

27.89

4.71

1.39

. 97

4.08

19.15

5.94

19.58

7.28

21.05

6.12

21.64

I 62.50 62.50 62. 53 62.58

23.4

1 2 6

2.5%

11.9

.63

3.3%

15.3

.98

4.3%

2009
23.99

4.07

1.31

1.01

9.25

20.50

75.21

14.4

,Qs

5.4%

1a04.0

95.0

28.8%

31.6%

50.3%

49.7%

3100.0

3858.0

4.5%

6.2%

6.2%

2010 2011 2012 2013 2014 2015 2016 2017 © VALUE LINE PUB. LLCI19-21
23.87

4.82

1.66

1.04

24.06

4.96

1.95

1.08

23.89

5.15

1.87

1,08

23.18

4.93

1.77

1.10

24.29

5.08

2.18

1.12

21.38

5.37

2.04

1.18

22. 20

5.85

2.25

1.26

23. 00

6.25

2.50

1.34

Revenues per sh

"Cash F l o w '  p e r sh

Earnings p e r c h  A

Div'd  Dec l ' d  per sh B l t

25.00

7.50

2 7 5

1.50
5.97

21.14

3.98

22.07

4.01

22.87

8.40

23.30

12.87

24.43

5.73

25.43

7.00

26.35

3.95

27. 45

Cap' l  Spending per  sh

Book  Va lue  per  sh c

3.50

$1.00
75.32 75,38 75.56 78.09 78.23 88.79 89.00 89.20 Common Shs 0utsY'g D 89.80

12.0

. 76

5.2%

12.4

. 78

4.4%

14.0

. 89

4.1%

16.9

. 95

3.7%

15.3

. 81

3.3%

17.7

. 89

3.3%

Bold fig

Value

ester

:res are

Line

ales

Avg Ann' l  PI E Rat io

Relat ive PIE Rat io

Avg Ann' l  Div' d  Y ie ld

13.0

. 80

4.4%

1783.0

125.0

1813.0

147.0
1805.0

141.0

181000

137.0

1900.0

175.0

1898.0

172.0

1975

2 0 0

2050

220
Revenues ($mill)

Net Profit ($mill)
2250

2 5 5
30.5%

17.6%

28.3%

5.4%

a1.4%

7.1%

23.2%

14.6%

26.0%

33.7%

20.7%

19.8%

21.5%

12.0%

21. 5%

5.0%

I ncome Tax Rate

AFUDC % to Net  Prof it

21.5%

3.0%
53.0%

47.0%

49.6%

50.4%

47.1%

52.9%

51 .3%

48.7%

52.7%

47.3%

47.8%

52.2%

48.0%

52.0%

47. 5%

52.5%

Long-Term Debt  Rat io

Common Equi t y  Ra t io

47.0%

53. 0%
3390.0

4133.0

3298.0

4285.0

32B4.0

4392.0

3735.0

4880.0

4037.0

5879.0

4329.0

6012.0

4500

6315

4675

6330

Total Capital ($mill)

Net SIam ($milI)
5250

6100
5.4%

7.9%

7.9%

6.2%

8.8%

8.8%

5.9%

8.2%

8 2 %

5.1%

7.5%

7.5%

5. 8%

9.2%

9 2 %

5.4%

7.6%

7.6%

5. 5%

8.5%

8. 5%

6 , 0%

9. 0%

9. 0%

Return on Total Cap' I

Return on Shr .  Equit y

Ret ur n on Com Equi t y  E

6.0%

9.0%

9.0%

CAPI T AL  ST RUCT URE a s  o f  1 2 / 3 1 / 1 5

Tot a l  Debt  $2210 mi l l . Due  in 5  Y r s  $572  mi l l .

LT Debt  s2071 mi l l . LT I nt e r es t  $108  mm.

(LT interest  earned:  2.5x)

Leases ,  Uncap i t a l ized  Annua l  r ent a ls  $10  mi l l .

Pens ion Asse t s~ 12 / 15  $550  mi l l .

O b l ig .  $758  mi l l ,
P f d  S t o c k  No ne

C o mmo n S t o c k 8 8 , 7 9 2 , 7 5 5  s he .

M ARKET  CAP:  $ 3 . 5  b i l l i o n ( M id  Ca p )

ELECTRIC OPERATING STATISTICS

413+ .
2015

+.6
17827

5.01
4609
3255

NA
+1 .2

20181

16258 16577
4.84 5.13
4380 4910
3869 3856

NA NA
+.9 +.7

'A e RenalSale (KWH)

Avg In st Use (MwH*wH

Avg Induct R (¢)
Capacity al Peak( M)

Peak load, Write! (Mw)

Anrual Load Facial%

'A Change Cusnuuefs end)

239 248 243Fm Charge Cov. (%)

Past
10 Yrs.

1.5%
7.0%

Est'd '13-'15
to '19-'21

1.5%
5.5%
5,5%
6.0%
4.0%

Past
5 Yrs.
-2.0%
4.0%
6.5%
2.5%
3.0%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value 2.5%

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2018
2017

499.0
500.0
499.0
510
525

435.0
484.0
476.0
505
515

403.0
423.0
450.0
460
470

473.0
493.0
473.0
500
540

1810.0
1900.0
1898.0
1975
2050

Cal»
e nd e r

EARNINGS PER SHARE A

M ar . 31 J u n . 3 0  S e p . 3 0 D e c . 3 1
Full
Year

2 0 1 3

2 0 1 4

2 0 1 5

2 0 1 6

2 0 1 7

. 5 9

. 5 5

. 5 7

. 6 5

. 7 0

. 1 3

. 4 3

. 4 4

. 4 5

. 5 0

. 6 5

. 7 3

. 82

. 7 0

. 8 0

. 4 0

. 4 7

. 4 0

. 4 5

. 5 0

1. 77

2 . 18

2 . 04

2_25

2 . 5 0

Cal-
endar

QUARTERLY DIVIDENDS PAID B l t

Mar.31 Jun.30 Sela.30 Dec.31
Full
Year

2 0 1 2

2 0 1 3

2 0 1 4

2015

2 0 1 6

. 2 7

. 2 7 5

. 2 8

. 3 0

. 2 7

. 2 7 5

. 2 8

. 3 0

. 265

. 2 7

. 2 7 5

. 2 8

. 3 0

. 265

. 27

. 275

. 2 8

. 3 0

1.07
1.09
1.11
1.16

1520.0

71.0

1743.0

145.0

1745.0

87.0

33.6%

33.8%

33.8%

17.9%

28.7%

17.2%

43.4%

56.6%

49.9%

50.1%

46.2%

53.8%

2161.0

2718.0

2829.0

3066.0

2518,0

3301.0

4.7%

5.8%

5.8%

6. 9%

11.0%

11.0%

5.0%

6.4%

6.4%

3 .5%

39%

6. 6%

4 0 %

2.0%

59%

1.5%

76%

3. 0%

62%

4.1%

54%

3.5%

57%

2 9 %

61%

4.6%

50%

3 3 %

56%

4. 0%

5 6 %

4_0%

5 4 %

Retained t o Com Eq

All Div'ds to Net  Prof

4.0%

56%
SS: Portland General Electric Company (PGE) provides

electricity to 852,000 customers in 52 cities in a 4,000-square-mile
area of Oregon, including Portland and Salem. The company is in
the process of decommissioning the Trojan nuder plant, which it
closed in 1993. Electric revenue breakdown: residential. 47%, oom~
mercia, 35%, industrial, 12%, other, 6%. Generating sources: gas,

23%, coal, 19%, wind, 8%, hydro, 7%. purchased, 43%. Fuel costs:
35% of revenues. '15 reported depreciation rate: 3.6%. Has 2,600
employees. Chairman: Jack E. Davis. President and Chief Execu-
tive Officer: James J. Piro. incorporated: Oregon. Address: 121
S,W. Salmon Street, Portland, Oregon 97204. Telephone: 503~464-
8000. Internet: www.portlandgeneraI.com.

P o r t l a n d  G e n e r a l  E l e c t r i c  i s  h a v i n g
p r o b l e m s  w i t h  a  l a r g e  c o n s t r u c t i o n
p r o j ec t .  T h e u t i l i t y  i s  b u i l d i n g  t h e C ar t y
440-megawatt gas-f ired generat ing Sta
s on .  U pon  c omp let ion  of  t he p lan t ,  i t  w i l l
receive an $85 mi l l ion rate inc rease to re-
c over  t he c os t ,  p r ovided  t hat  c omp let i on
occurs  by July 31s t .  The or ig inal  schedule
c al led  f or  c omplet ion  by then  at  a c os t  of
$ 5 1 4  m i l l i on .  H ow ever ,  i n  D ec em b er  o f
2015 ,  P G E  took  over  managemen t  of  t he
projec t  af ter  i t  dec lared  the c on t rac tor  in
def au l t  of  the agreement .  (Not  surpr is ing
Ly, the contrac tor  disputes  this .)  The ut i le
t y h as  b een  u n ab l e t o  c o l l ec t  a  p er f or m
once bond of  $145.6 mil l ion because the in
s uer s  have den ied  l i ab i l i t y.  T he d i s r up t
son has  caused the es t imated cos t  to r ise
to $635 mi l l ion-$670 mi l l ion ,  and there is
now a ques t ion of  whether  the f ac i l i t y wi l l
meet  the July 31s t  deadl ine.
T h e r e i s  s o m e  r e g u l a t o r y  r i s k  h e r e .  I f
C ar t y i s  c omp let ed  af t er  J u l y 31s t ,  P G E
wou ld  have to " purs ue one or  more al ter -
n a t i ve  aven u es "  t o  p l ac e  t h e  p l an t  i n t o
r ates .  I f  t he u t i l i t y meets  t he dead l ine,  i t
wou l d  s t i l l  h ave t o  s eek  r ec over y  o f  t h e
por t i on  of  C ar t y ' s  c ons t r uc t i on  c os t  t hat

exc eeds  $514 mi l l i on .  Unrec overed c os ts
would have to be wr i t ten of f .
W e h a v e  r e d u c e d  o u r  2 0 1 8  e a r n i n g s
est imate  by  $0 .10  a s hare.  T he weather
i n t h e  f i r s t quar ter was m i l d e r  t h a n
n or m a l .  O u r  r ev i s ed  es t i m a t e ,  w h i c h  i s
b as ed  on  t h e  as s u m p t i on  t h a t  C a r t y  i s
c om p l e t ed  b y  t h e  J u l y  3 1 s t  d ead l i n e ,  i s
wi t h in  management ' s  gu idanc e of  $2 .20 -
$2.35 a share.
W e f o r e c a s t  s o l i d p r o f i t  i m p r o v e m e n t

i n  2 0 1 7 . T h a t  a s s u m e s  a  r e t u r n  t o  n o r m a l

f i r s t - q u a r t e r  w e a t h e r  p a t t e r n s .  A l s o ,  P G E

w i l l  b e n e f i t  f r o m  a  f u l l  y e a r  o f  t h e  r a t e

h i k e  f o r  C a r t y .

T h e  b o a r d  o f d i r e c t o r s  l i k e l y  r a i s e d
t h e  d i v i d e n d  s h o r t l y  a f t e r  t h i s  r e p o r t
w e n t  t o p r es s .  W e es t i mat e a $ 0 . 0 2  a
share (6.7%)  quar ter ly inc rease.  PGE has
p len ty of  r oom f or  a h i ke in  t he d is burs e
went ,  g i ven  that  i t s  payou t  r at io t arget  i s
50% 70%.
T h i s t i m e l y  s t o c k  h a s  a  d i v i d e n d y i e l d

t h a t  i s a b o u t a v e r a g e f o r a u t i l i t y .

W i t h  t h e  r e c e n t  q u o t a t i o n  n e a r  t h e  u p p e r

e n d  o f  o u r  2 0 1 9  2 0 2 1  T a r g e t  P r i c e  R a n g e ,

t o t a l  r e t u r n  p o t e n t i a l  i s  l o w .

P a u ]  E .  D e b b a s ,  C F A A p r i l  2 9 , 2 0 1 6
Oct, l  Dividend reinvestment plan avail . t
Shareholder investment plan avail. (C) Incl.
deferred charges. In '15: $5.90/sh. (D) In mill.
(E) Rate base: Net orig. cost. Rate allowed on

31.3
25.5 Target Price Range

2019 2020 2021

64

48
40
32

24
20
16

12

8
-6

i I I

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN.
of it may be reproduced. resold, stored or transmitted in any printed, electronic or other form,

(A) Diluted EPS. Excl. nonrecurring loss: '13, com. eq. in '16; 96%, earned on avg. com et.,
42¢. '15 earnings don'l add due to rounding. '15: 83%. Regulatory Climate: Average. (F) '05
Next earnings report due late July. per-share data are pro forma, based on shares
(B) Dividends paid abidJan., Apr., July, and outstanding when stock began trading in '06
-> 2016 Value Line, inc. All rights reserved. Factual material is obtained from sources believed to he reliable and is provided without warranties al any kind.

non-commercial, internal use. No part
service or product.

This ublicaliun is strictly for subscriber's own,
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2019-21 PROJECTIONS
Ann'l Total

Rel um
9 %
2 %

Price
55
40
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(+25%*
( -10%

H'gh
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to Buy
Options
to Sell

Insider Decisions
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0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 1 0 1 6
1 0 0 1 0 0 2 0 0
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2a201s a0201s 4412015
toBuy 146 137 171
to Sell 125 121 117
Hld'S(000) 97324 99969 100287

High:
Low:

25.0
21.1

272
20.1

25.9
16.0

22.3
14.9

25.9
20.6
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22.6

33.0
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35.0
28.6
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31.7
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33.9
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STOCK INDEX
16.3 -135
58.1 22,6

107.3 38.5

24
16
8 .I

Percent
shares
traded

1 J I

I I
I Ii I 1 I Il  l I III I I III II

Ha
I I I .I I

I ll2000 2001 2002 2003 I 2004 I 2005 2006 2007 2008 2009
33.80

6.96

.89

1.44

a1.20

5.32

d.58

1.20

24.77

4.77

1.00

1.20

20.05

3.77

1.48

.87

17.02

a.12

1.17

.80

18.23

3.28

1.55

.92

18.37

3.94

1.88

.98

18.09

3.77

1.84

1.0a

16.98

3.14

1.a1

1.16

17.04

3.59

1.28

1.20
4.40

27.20

3.37

25.97

1.89

13.68

2.06

14.23

2.19

16.13

2.45

16,31

3.95

17.62

7.84

19.14

B.65

20.18

5.26

20,59
70.08 70.08 71.51 72.84 86.03 86.84 87,39 95,46 I 108.31 109.07

20.5

1 .34

7.9% 5.8%

14,0

.76

8.6%

10.8

.62

5.5%

17.4

.92

3.9%

14,8

.79

4,0%

12.2

.66

4.3%

14.1

.75

4.2%

17.0

1.02

5.2%

14.9

,as

6.3%

2010 2011 12012
18.34

4,24

1.80

1.24

17.88

4.30

2.15

1.32

17.27

3.97

1.79

1.28

4.82

21.25

5.55

22.03

6.40

22.89

112.13 125.70 126.50

13.0

.83

5.3%

14.8

.93

4.8%

13.4

.85

4.6%

2056.2

203.9

2171.0

214.0

2261.5
275.1

29 .0% 35.2% 30.9%

53.6%

46.0%

49.5%

50.1%

5 1 2 %

48.8%

5180.9

6309.5

5531.0

6745.4

5938.2

7335.7

5.5%

8.5%

8.5%

5.3%

7.7%

7.7%

6.0%

9.5%

9.4%

2013 2014
18.48

4.41

2.27

1.36

19.75

4.55

2.35

1,40
6.08

23.88

6.47

25.02

128.25 131,69

14.0

.79

4.3%

15.4

.81

3.9%

2370.7

292.5

2501]
313.3

33.1% 31 .9%

10.4%

S0,0%

50.0%

50.0%

50.0%

6131.1

7848.5

8596.2

8441.5

6.1%

9.8%

9.8%

6.0%

9.5%

9.5%

2015
17.40

4.26

2.09

1.44

4.95

25.98

141.35

18.5

.94

3.7%

2459.2
291.9

33.5%

10.0%

51.0%

49.0%

6820.7

8500

4.3%

8.0%

8.0%

2016 2017 '°VALUELINEPUB. LLC 9-21
18.20

4.65

2.40

1.52

18.35

4.85

2.55

1.60

Revenues per sh

"Cash FloW' per sh

Eamings per sh A

Div'd Ded'dpersh BIT

18.75

5.50

3.10

1.84
7.60

26.65

5.15

27.50
Cap'I Spending perch

Book Value per sh c
680

29.80
145.00 150.00 Common Shs0utst'g E 1s0T00'
Bold ft

Value
isdn

:res are
Line
Ares

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Yield

1s.0`

.as

4.0%

2640

350

2750

385

Revenues ($mill)

Net Profit ($mill)
3000

495
30.0%

10.0%
30.0%

10.0%
Income Tax Rate

AFUDC % to Net Pr06t

30.6°/.
10.0%

50.0%

50.0%

50.0%

50.0%
Long-Term Debt Ratio

Common Equity Ratio
50.0%

50.0%
6900

8600

7000

8700

Total Capital ($miII)

Net Plant (small)
7500

9000
5.0%

9.0%

9.0%

5.5%

10.0%

10.0%

Return on Total Cap'l

Return on Shi. Equity

Return on Com Equity D

6.5%

10.5%

1g_5%

CAPITAL STRUCTURE as of 12/31/15

To ta l D e b t $3414.0 mi ll.  Due in s  Yrs  $700 mi ll.

L T Debi $3164 .0 mi ll. L T Interest $125.0 mi ll.

(LT interest earned: 4.6x)

Pension Assets 12/15 $654 mm. Oblig.  $864 mill.

Pfd Stock None

Common Stock 141,353,426 she.

MA R K E T CAP:  $6 .2  bi l l i on (La rge Ca p )

ELECTRIC OPERATING STATI STI CS

2 0 1 3 2 0 1 4
+ 3 . 6 +1 .5

5 4 0 7 $ 7 4 7
6 . 4 7 6 . 7 2

6 6 7 1 6 6 9 8
5 4 8 9 5 2 2 6
5 5 . 9 5 6 . 2

+ . 2 + . 2

% Cha e Renal Sales (KWH)

Avg.  18 U s e  " M

A m . M ~  i R o n . ( g

capaaw ax Peak
Peak load, Summa14 a)

Annual Load Facie (

% Change Cusbmers 4 4 )

2 0 1 5
- 2 . 5

5 6 5 4
6 . 6 8

6 7 7 2
5 1 6 7
5 6 . 1

+ . 2

323Fixed shame cw. rm 332 330
Past Est 'd ' 12 - '14
s Yrs. to '19-'21

1 . 5 % 2 . 5 %
5 . 0 % 4 , 5 %
9 . 0 % 6 . 0 %
3 . 5 % 3 . 0 %
3 . 5 % 5 . 0 %

P a s t
10 Yrs.

-1 .0%
1 . 5 %
5 . 5 %
3 . 5 %
5 . 0 %

A N N U A L RAT ES
of change (per sh)
R e v e nue s
" C a s h  F lo w "
E a r n i ngs
D i v i de nds
B o o k  Va lue

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

695.0
764.0
732.8
765
795

569.6
612.7
589.6
620
650

546.2
628.6
590.8
635
660

5599
596.4
546.0
620
645

2370.7
2601.7
2459.2
2640
2750

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

F u l l
Year

2013

2014

2015

2016

2017

.31

.33

.28

. 4 0

. 4 4

.52

.40

.46

. 4 5

. 4 8

.40

.52

.38

. 5 0

. 5 3

1 .04

1 .10

.97

1 .05

1 .10

2 .27

2 .35

2 .09

2 .40

2 .55

Cal-
endar

QUARTERLY DIVIDENDS PAID "'t

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2012
2013
2014
2015
2016

.33

.34

.35

.36

.33

.34

.35

.36

.33

.34

.35

.36

.32

.33

.34

.35

.38

1,31
1.35
1.39
1.43

1605.7

165.3

1726.8

188.4

1839.0

136.8

1858.2

141.3

25.4% 27.5%

10.4%
248% 29.4%

50.0%

49.3%

50.6%

48.9%

49.8%

49.7%

53.4%

46.1%
31242

4071.6
3738.3

4803.7

4400.1

5533.5

4866.8

5771.7

6.7%

10.8%

10.7%

5.8%

9 4 %

9.2%

4 2 %

6.2%

6.2%

4,4%

6.2%

6.3%
5.5%

49%

4.3%

53%

12%

80%
.8%

87%

3.1%

63%

2.7%

so%

4.0%

57%

4.2%

56%

4.3%

55%

2.9%

69%

4_5%

63%

4.5%

63%
Retained lo Com Eq'

All Div'ds to Net Prof

5.0%

59%
S:  W es ta r  Energy ,  i nc . ,  fo rmer ly  W es te rn Resources ,  i s

t he  pa re nt  o f  Ka ns a s  Ga s  &  E le c t r i c  Co mpa ny .  W e s t a r  s uppl i e s

e le c t r i c i t y  t o  7 0 0 , 0 0 0  c us t o me r s  i n  K a ns a s . E le c t r i c  re v e nue

sources r  res ident ia l and rura l,  39%.  commerc ia l,  a3%~ indus t r ia l,

2 8 % .  So ld i nv e s tme nt  i n ONE OK i n 2 0 0 3  a nd 8 5 %  o wne rs hi p i n

Pro tec t i on One  in 2004 .  2015  deprec ia t i on ra te :  4 .0%.  Es t ima ted

plant  age :  17  years .  Fue ls :  coa l,  44%,  nuc lear ,  8%,  gas ,  3 :3%'  re

newable ,  15%. Has  2 ,411 employees .  BlackRock Inc  owns  7 .2% of

c ommon,  The  Vanguard Group owns  63%,  Stowers  Ins t i tute  owns

5 .1% (4 /15  proxy ) .  CEO and Pres , :  Mark A.  Rue lle .  Inc . :  Kans as .

Addr . :  8 1 8  So uth Ka ns a s  Av e nue ,  To pe ka ,  Ka ns a s  6 8 6 1 2 .  Te le -

phone: 785-575-6300. Internet:  www.westarenergy.oom,

e s t e r  E n e r g y  i s  b u i l d i n g  o u t  i t s  r e -
n e w a b l e  e n e r g y  p o r t f o l i o .  T h e  c o m p a n y
r ec en t l y  ag r eed  t o  b u y  p ow er  f r om  a  2 0 0 -
m eg aw a t t  w i n d  f a r m .  T h e  p r o j ec t  i s  c u r -
r en t l y  u n d er  c on s t r u c t i on  an d  i s  exp ec t ed
t o b e op er at i on al  b y  ear l y  2 0 1 7 .  T h i s  i s  i n
a d d i t i o n  t o  t h e  2 8 0 - m e g a w a t t  w i n d  f a r m
bei ng  c o-devel oped  by  W es t ar  and  I n f i n i t y
W i n d  P ow er .  T h a t  d ea l  w i l l  i n v o l v e  m or e
t h a n  $ 4 3 5  m i l l i o n  i n  c a p i t a l  i n v e s t m e n t
f r om  b ot h  f i r m s ,  I n  ad d i t i on ,  W es t ar  i s  i n
t h e  p r oc es s  o f  s h u t t i n g  d ow n  m an y  o f  i t s
o l der  c oal  f i r ed  p l an t s ,  as  w el l  as  m odern -
i z i ng  and  i m prov i ng  t he ef f i c i enc y  at  som e
o f  i t s  n e w e r  f a c i l i t i e s .  M a n a g e m e n t  h a s
d o n e  w e l l  i n  r e c e n t  y e a r s  p r e p a r i n g  f o r
t ougher  c arbon em iss ions regu lat i on .
T h e f i v e - y e a r c a p i t a l e x p e n d i t u r e
p l a n  h a s  b e e n u p d a t e d . T h e  n e w  p l a n
c a l l s  f o r  $ 4 . 2  b i l l i o n  i n  c a p e ,  w h i c h  i s  a
20%  i nc rease f rom  l as t  year ' s  forec as t ,  at
t r i b u t ab l e  t o  t h e ad d i t i on a l  r en ew ab l e  en -
er g y  i n ves t m en t s .  T h e l ar g es t  ou t l ay  ( $ l . 1
b i l l i on )  w i l l  be i n  2016 ,  and  foc us on  t rans-
m i s s i on  i n v es t m en t s  an d  u p g r ad es  a t  t h e
L a  C y g n e E n er g y  C en t e r  an d  W ol f  C r eek .
A n n u a l  exp en d i t u r es  s h ou l d  t h en  d r op  t o
around  $775  m i l l i on .

T h e  b o a r d  o f  d i r e c t o r s  r a i s e d  t h e d i v i -
d e n d  i n  t h e  f i r s t  q u a r t e r . T he i nc rease
w as $0 . 02  a share (5 . 6% ) ,  w h i c h  w as  a b i t
m or e  t h an  exp ec t ed .  T h e an n u a l  d i s t r i b u -
t i on  i s  now  $1 . 52  a share.  T he c om pany  i s
t a r g e t i n g  a  s l i g h t l y  h i g h e r  p a y o u t  r a t i o
(60% -75% ) t han prev ious l y  i nd i c at ed ,
E a r n i n g s  a r e  p o i s e d  t o  b o u n c e b a c k
t h i s  y ear .  A  w eak  f ou r t h  q u ar t e r  i n  2 0 1 5 ,
l a r g e l y  d u e  t o  t h e  e f f e c t s  o f  t h e  E l  N i c o
w e a t h e r  p a t t e r n , r e s u l t e d  i n  a n 11%
dec rease i n  fu l l - year  p rof i t ,  How ever ,  2016
sh ou l d  b e m ore favorab l e,  t h an ks  t o a $ 7 8
m i l l i on  h i ke i n  base rat es  (app roved  i n  No-
v e m b e r )  a n d  a  p o t e n t i a l  $ 2 2  m i l l i o n  i n -
c r eas e i n  t r an s m i s s i on  r a t es  ( exp ec t ed  t o
be approved  i n  t he f i r s t  hal f  of  2016) ,  Man

g e r e n t ' s  f u l l  y e a r  g u i d a n c e  i s  f o r  e a r n
inks of  $2.38 a share-$2.53 a share.
C o n s e r v a t i v e , i n c o m e - o r i e n t e d ac -
c ou n t s m a y  w a n t to l o o k  h e r e .  A l
t h o u g h  t h e  d i v i d e n d  y i e l d  i s  a r o u n d  t h e
m e d i a n  f o r  e l e c t r i c  u t i l i t i e s ,  t h e  p a y o u t
shou l d  g row  at  a m i d  s i ng l e d i g i t  r at e over
t h e  n ex t  f ew  y ea r s .  A l s o ,  t h e  T i m e l i n es s
r a n k  ( 2 )  a n d  S a f e t y  r a n k  ( 2 )  a r e  b o t h
Above Average.
Dan i e l  Hen i gs on Marc h  18 ,  2016

due la te  May .
(B)  Di v  ds  pa id i n ea r ly  J an. ,  Apr i l ,  J uly ,  and
Oct.  l Div 'd re inves t .  plan ava i l,  1  Shareholder
invest. plan avai l. (C) Incl. reg. assets. In 2015:

B++
100
75
85

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

' \

(A) EPS diluted from 2010 onward. Excl. non~
recur. gains (losses): '00, $1.07, '01, 27¢; '02,
($12.06 '03, 77¢, '08, 39¢, '11, 14¢. Earnings
may not sum due to rounding. Next egg. repot
ca 2016 Value Line, Inc. All rights resin/ed,
THE PUBLI SHER I S  NOT RESPONSI BLE  FOR ANY ERRORS OR OMI SSUONS HEREI N.

or I r  may be reproduced, resold, stored or transmitted in any pr inted, electronic  or other form,

S5.3115h. (D) Rate base determined: fair value,
Rate allowed on common equity in '15: 100%,
earned on avg. com. eq., '15: 95%. Regul.
Clim.: Avg (E) In mill.

Factual material is obtained from sources believed lo be reliable and is provided without warranties al m14 kind.
' non-commercial, intemaluse. open

service or product.

286
22.8

Thisdpublicalion is slridly for subscriber s own,
or use for generating or marketing any printed or electronic publication,
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MAR_KET PRICES . ALE

Date High Low g lo ze Volume
55.93
57.38
55.57
57.57
57.15
56.63
57.19
57.25

58.18

56.50
57.38
57.51
58.00
57.71
57.46
57.37
57.56

58.34

55.93
55.71
55.57
56.97
57.04
56.11
56.40
56.34

56.07
55.87
57.29
57.22
57.52
57.21
56.83
57.27

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

57.24

56.50

57.55

331,000
571,200
684,200
93,300

133,000
171,400
192,800
188,100

424,500

Adi Cl_OS€
56.07

55.87

57.29

57.22

57.52

57.21

56.83

57.27

57.55

57.82

56.54

s 53.31

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2016

3/18/2016

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016

3/8/2016

3/7/2016

3/4/2016

3/3/2016
3/2/2016

3/1/2016

2/29/2016

2/26/2016

2/25/2016

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

56.50
55.56
55.58
55.73
56.50
56.00
55.65
55.45
54.74
53.74
53.11
52.24
53.27
52.50

57.93
56.63
55.96
55.97
56.57
56.50
56.24
S5.89
55.47
54.96
54.02
53.02
53.47
53.58
54.03
54.41
54.11
53.30
53.46
53.33
53.60
52.43
52.91
53.39
53.16
54.88
54.88

57.82
56.54
55.60
55.61
55.83
56.39
56,17
55.56
S536
54.91
54.00

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016

1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

Open

54.03
54.30
53.10
52.79
52.70
52.73
50.94
52.43
52.75
52.71
52.55
54.83
53.39
53.47
53.77
54.40
54.05
53.33
52.71
52.38
51.16
50.40
49.68
49.90
49.18
49.93
50.41
49.89
49.08
49.91
50.20
50.97
50.03
49.76
49.43
49.46
50.12
50.42

53.83
54.00
54.40
54.96
54.06
53.79
53.74
52.09
51.35
50.57
50.03
50.15
50.11
50.63
50.65
50.08
50.66
50.63
50.97
50.81
50,52
50.20
50.16
50.18
50.82

54.98
55.50
55.33
55.55
55.03
55.01
54.98
54.54
53.32
52.29
51.29
52.02
52.24
52.54
53.83
53.10
52.47
52.55
52.03
50.83
51.86
52.26
51.86
51.59
53.17
53.10
52.87
52.91
53.45
53.73
52.80
52.42
52.38
50.68
50.21
49.57
49.29
49.02
48.26
49.17
49.42
48.79
49.56
49.67
49.72
50.01
49.70
49.43
49.26
49.07
49.38

53.01
52.30
53.02
52.55
54.07
54.10
53.13
53.04
52.48
53.08
51.94
52.43
52,57
52.50
53.50
54.65
53.62
53.45
53.54
54.38
5385
53.54
52.90
51.97
50.95
50.55
49.42
50.02
48.77
49.80
50.35
49.49
50.29
49.88
50.20
50.66
49.86
49.68
50.02
49.88
49.72

251,500
148,900
112,500
130,500
247,000
204,000
204,400
202,400
203,700
298,200
317,000
301,400
284,900
300,900
216,200
169,700
206,400
186,800
180,800
353,600
419,300
396,800
209,600
201,600
341,800
398,500
319,000
514,000
333,000
218,500
406,500
206,500
272,800
380,500
192,700
288,600
197,700
241,900
644,500
344,300
568,400
462,800
346,300
400,100
232,900
193,400
233,300
209,900
486,300
209,600
278,900
388,800

55.60
55.61
55.83
56.39
56.17
55.56
55.36
54.91
54.00
53.01
52.30
53.02
52.55
54.07
54.10
53.13
53.04
52.48
53.08
51.94
52.43
52.57
52.50
52.98
54.12
53.10
52.93
53.02
53.85
53.43
53.02
52.39
51.45
50.46
50.06
48.94
49.53
48.30
49.32
49.87
49.01
49.80
49.40
49.71
50.17
49.38
49.20
49.53
49.40
49.24
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ALE His torica l P rice s  I Alle te , Inc. S tock - Yahoo! Finance

Dow 0.55% Nasdaq 9.79%
ALE 1.61

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance

Enter Symbol

Hom e Mail

Look Up

S e a rch News Sports

Knew More

Finance Celebrity Weather

ALE

Tue, Apr 5 2016, 1.34PMEDT . U S Markets close nn2hrs26mms

Answers Flsckr

Search Finance

Persona! Finance CNBC Contributors

TRADE NOW

Mobile Kiyfiahoo Finance on Firefox »
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ALLETE, Inc. (ALE) . NYSE 'A' Watchlist

1.64(2.93%) 1:32pM EDT- NYSE Real ̀ Ume Price54.24
Like 315%

Historical Prices
Get HistoricalPrices for:

Set Date Range

Start Date: Jan -v II

EndDate: Mar V

]l2016_ lEgJarl 1,2010
© Daily
o Weekly
O Monthly
O Dividends Only

Go! Prices

Flrszl Previous | Nevil Last

Prices I

I
4Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Ma! 9, 2o1s

Open

55.93

57.38

55.57

5 7 5 7

57. 15

56.63

57. 1 g

57.25

58. 18

56.50

55.56

55.58

55.73

56.50

56.00

55.65

55.45

54.74

53.74

Mar B, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2016 qs -11vu I |

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb 26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23. 2016

52.24

5327

52.50

5403

54.30

53.10

52.79

52.70

52.73

50.94

52.43

52.75

5271

52.55

High

56.50

57.38

57.51

58.00

57.71

57.46

57.37

57.56

5834

57.93

56.63

55.96

55.97

56.57

56.50

56.24

55.89

5547

54.96

5402

53.02

53.47

53.56

54.03

54.41

54.11

5330

53.46

53.33

53.60

52.43

52.91

53.39

53.16

Volume

331 ,000

571 ,200

684,200

93,300

133,000

171,400

192,800

188,100

424,500

251,500

148,900

112,500

130,500

247,000

204,000

204,400

202,400

203,700

298,200

317,000

301 ,400

284,900

300,900

216,200

169,700

206,400

186,800

180,800

353,600

419,300

396,800

209,600

201 ,600

341 ,800

Adj Close'

58.07

55.87

57.29

57.22

57.52

57.21

56.83

57.27

57.55

57.82

56.54

55.60

55.61

55.83

56.39

56.17

55.56

5536

54.91

54.00

53.01

52.30

53.02

52.55

54.07

54. 10

53. 13

53.04

52.48

53.08

51.94

52.43

52.57

52.50

Feb 22, 2016

Feb 19, 2016

Feb 18, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

Feb 11, 2016

Low Close

55.93 56.07

55.71 55.87

55.57 57.29

5697 57.22

57.04 57,52

55.11 57.21

55.40 56.83

56.34 57.27

57.24 57.55

5650 57.82

54.98 55.54

55.50 55.60

5533 55.51

55.55 55.83

55.03 56,39

55.01 56. 17

54.98 5556

54.64 55.36

53.32 54.91

522s 54.00

51 .29 53.01

52.92 52.50

52.24 53.02

52.54 52.55

53.83 54.07

53. 10 54.10

52.47 53.13

52.55 53.04

52.03 52.48

50.83 53.08

51 .ah 51 .94

52.25 52.43

51 .85 52.57

51.59 52.50

0.52 Dividend

http://Hnanceyahoo.com/q/hp'? s=ALE&a=00&b=1 &c=20]6&d=02&e=31 &f=2016&Q=d
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Currency in USD.

Copyrlghr &copy 2009 Yahoo! All rights resewed

*R Download to Spreadsheet

Feedback

Ad Topics That Might Interest You...

3. Best Stock Brokers

4. Best Roth IRA

1. High Yieldlng Mutual Fund

2. 5 Best IRA Accounts

Feb 10, 2016

Feb 9, 2016

Feb 8, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

J3l'\7, 2016

Jan 6, 2016

Jan s, 2016

Jan 4, 2016

54.83

53.39

53.47

53.77

54.40

54.05

53.33

52.71

52.38

5116

50.40

49.68

49.90

49. 18

49.93

50.41

49.89

49.08

49.91

5020

50.97

50.03

49.76

49.43

49.46

50.12

50.42

7. Top Penny Stock Picks

6. Current Annuity Rates

5. High-Paying Dividend Stocks

8. New Penny Stock Picks

54.58 53.17 53.50

54.88 53.10 54.65

53.83 52.a7 5382

54.00 52.91 5345

54.40 53.45 53.54

54.96 5373 54.38

54.06 52.80 53.95

53.79 52.42 53.54

53.74 52.38 52.90

52.09 50.68 51.97

51 .35 50.21 50.96

50.57 49.57 50.55

50.03 4929 49.42

50.15 49.02 50.02

50.11 48.26 48.77

50.53 49.17 49.80

50.65 49.42 50.36

50.08 48.79 49.49

5066 49.56 5029

50.63 49.67 4988

50.97 4972 50.20

50.81 so.01 50.66

50.52 49.70 49.86

50.20 49.43 49.58

50.16 49.26 50.02

50.18 49.07 49.88

50.82 49.38 4972

' Close price adjusted for dividends and splits.

ads

\

398.500

319.000

514.000

333.000

218.500

406.500

206,500

272,800

380,500

192,700

28a.600

197,700

241 ,900

644,500

344.300

560.400

462,800

346,300

400.100

232,900

193.400

233.300

209.900

4ae.300

209.600

278,900

388.800

First | Previous | Next | Last

52.98

54.12

53. 10

52.93

53.02

53.85

53.43

53.02

52.39

51.46

50.46

50.06

48.94

49.53

48.30

49.32

49.87

49.01

49.80

49.40

49.71

50.17

49.38

49.20

4953

4940

49.24

P a ge  2 of 2

=undamer=aal company data provIded by Capital in Hlstorucal chart data and délriy updates pron-:dei by Comrnodlty Systems Tm; (CSM frnsarnatznnaf hsstoncal chart data dally updates fund
summary fund performance dwldehd data and Mcmmgstar Index data Drcvzded by Morningstar_ Inc

http://Hna nce ya hoo.com /q/hp? s =ALE&a =00&b= 18Lc=2016&d=02&e =31&f=20168cQ=d 4/9/7916
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Open High Low Qose Volum__e; Ad_1 Close

a

x

66.01

66.06

65.14

65.39

65.02

64.64

65.01

64.39

65.77

65.70

64.82

64.88

64.72

64.40

64.57

64.02

66.40

66.02

66.03

65.00

65.06

65.08

64.77

64.80

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

55.64

66.49
66.37
66.07
65.76
65.40
65.31
65.34
65.03

65.68 64.78

66.40

66.02

66.03

65.00

65.06

65.08

64.77

64.80

64.79

2,751,100

2,277,900

3,027,700

3,282,600

3,984,900

3,697,200

2,764,900

2,289,900

4,994,300 64.79 s 61.84

65.20

64.33

64.26

63.89

64.56

64.30

63.68

63.24

62.41

61.46

61.78

61.51

62.07

61.47

63.28

63.17

62.78

62.47

62.01

62.43

61.29

61.12

60.92

61.31

65.63

65.25

64.70

64.38

64.69

64.44

64.63

63.92

63.40

62.71

61.85

61.97

62.27

62.39

63.77

63.90

63.30

62.94

62.88

62.45

62.78

61.28

61.56

61.85

63.00

63.38

62.93

63.05

63.28

63.34

63.63

62.30

62.56

61.08

59.84
<9 RO

64.85

63.73

63.87

63.72

64.09

63.48

63.55

62.91

62.17

61.02

60.66

60.15

61.25

61.44

65.43

65.13

64.41

64.22

64.23

64.13

64.30

63.61

63.24

62.43

61.77.

61.89

61.73

61.75

61.47

63.89

63.01

62.76

62.85

61.91

62.45

61.10

61.09

Pate

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2016

3/18/2016

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016

3/8/2016

3/7/2016

3/4/2016

3/3/2016

3/2/2016

3/1/2016

2/29/2016

2/26/2016

2/25/2016

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016

1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

62.53

62.06

62.40

62.23

62.17

63.15

62.38

61.66

61.00

60.00

57.13

58.19

58.00

58.54

58.46

57.38

59.21

59.00

58.36

58.28

58.23

58.89

58.38

58.35

58.47

58.43

58.25

57.82

58.97

58.56

58.57

58.38

59.46

59.72

59.09

59.56

58.54

58.97

59.00

58.93

58.98

59.35

58.98

58.36

61.42

63.02

62.40

62.10

61.85

61.59

60.92

60.33

60.50

60.41

61.28

61.55

61.95

61.38

61.55

52.03

62.18

61.50

60.82

59.96

56.75

57.68

57.87

57.67

57.72

57.10

57.17

58.70

57.88

57.90

57.82

57.46

58.21

58.13

58.17

58.21

57.31

57.53

60.60

61.31

62.90

62.37

62.49

62.84

62.29

63,31

62.00

61.79

60.97

59.45

58.19

58.20

57.75

58.53

57.64

57.92

59.57

58.69

59.14

57.95

58.17

58.77

58.26

58.35

59.03

58.81

58.33

2,374,100

2,906,800

1,592,900

1,536,200

2,088,500

1,951,300

2,323,700

2,693,500

2,702,500

3,827,000

-3/874/200

2,729,700

2,051,300

2,951,700

3,312,400

1,754,200

1,760,600

1,933,200

2,209,000

2,442,100

2,923,900

3,384,200

3,900,900

3,841,900

3,268,400

4,180,300

3,166,400

4,545,200

4,123,000

4,114,600

4,944,000

4,599,000

5,033,500

4,726,900

4,542,500

3,125,500

3,176,500

3,639,700

3,707,600

3,990,500

4,403,300

3,620,700

3,577,300

4,091,600

3,531,500

4,252,100

2,763,500

2,795,400

3,847,200

3,528,300

3,434,500

4,087,800

65.43

65.13

64.41

64.22

64.23

64.13

64.30

63.61

63.24

62.43

61.77

61.89

61,73

61,75

61.47

63.89

63.01

62.76

62.85

61.91

62.45

61.10

61,09

60.60

61.31

62.90

62.37

62.49

62.28

61.73

62,75

61.45

61.24

60.43

58.92

57.67

57.68

57.24

58.01

57.13

57.40

59.04

58.17

58.61

57,43

57.65

58.25

57.74

57.83

58.50

58.29

57.81
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Mad

LikeAmerican Electric Power Co., Inc. (AEP) NYSE * Watchlist

1 . 0 3 ( 1 . 5 5 % ) 2;38pM EDT . Nasdaq Real Time Price65.55

Historical Prices Get Historical Prices for:

Set DateRange

Start Date: Jan v

End Date:War v§l31

EgJan 1,2010

-ll201s

@ Daily
O Weekly
o Monthly
O Dividends Only

t Get Prices 1

E
I

g
s
(

Prices

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb 26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 18, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

Feb 10, 2016

Open

66.01

66.06

65.14

65.39

65.02

6464

65.01

64.39

65.64

65.20

64.33

64.26

63.89

64.56

64.30

53.68

63.24

62.41

61.46

61 .78

61 .51

62.07

61.47

63.26

63. 17

62.78

62.47

62.01

62.43

61 .29

61 12

6092

61 .31

62.53

62.06

High

6649

66.37

66.07

65.76

65.40

6531

6534

65.03

65.68

65.63

65.25

64.70

64.38

64.69

64.44

64.63

6392

63.40

62.71

51 .85

G1 _97

62.27

62.39

63.77

63.90

63.30

62.94

62.88

62.45

62.78

61 .28

61 .56

it .85

63.00

63.38

Low

65.77

65.70

64.82

64.88

64.72

64.40

64.57

64.02

64.78

64.85

63.73

63.87

63.72

64.09

63.48

63.55

62.91

62. 17

61.02

6G.66

60. 15

61.25

61 .44

61 .42

63.02

62.40

62. 10

61.85

61.59

60.92

60.33

60.50

60.41

61 .26

61 .55

Close

66.40

66.02

66.03

65.00

65.06

65.08

64.77

64.80

64.79

65.43

65. 13

64.41

64.22

64.23

64. 13

6430

63.61

63.24

62.43

61.77

61.69

61 .73

61.75

61.47

63.89

63.01

62.76

62.85

61 .91

62.45

61 .10

61 .09

60.60

61 .31

62.90

Volume

2,751 ,100

2,277,900

3,027,700

3,2B2,600

3,954,900

3,697,200

2,764,900

2,289,900

4,994,300

2, 374,1 of

2,906,800

1,592,900

1,536,200

2,088,500

1 ,951 ,sao

2,323,700

2,693,500

2,702,500

3,827,000

3,874,200

2,729,700

2,051 ,300

2,951,700

3,312,400

1,754,200

1,760,600

1,933,200

2,209,000

2,442, 100

2,923,900

3,384,200

3,900,900

3,841 ,900

3,268,400

4, t80,300

Farsi | Previous | Next] Last

"E
;

Adj Close*

66.40

66.02

66.03

65.00

65.06

65.08

64.77

64.80

64.79

65.43

65.13

64.41

64.22

64.23

64.13

64.30

63.61

63.24

62.43

61 .77

61.89

61.73

61.75

61.47

63.89

63.01

62.76

62.B5

61 .91

62.45

61 . 10

61 .09

60.60

61 .31

62.90

http://financayahoo.com/q/hp?s=AEP&a=00&b=l &c=2016&d=02&e=3 l &f=20l68cQ=d
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Cun'ency in USD

Download to Spreadsheet

Feedback

4. Top Mutual Funds to Invest

3. Refinance Mortgage Rates

Ad Topics That Might Interest You...

2. Best Roth IRA

1. 5 Best Index Funds

Feb 9, 2016

Feb a, 2016

Feb 8, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan be, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan to, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

Jan 7. 2016

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

so. 17

63 15

62.38

61 .Se

61 .of

6000

57.1 a

58.19

58.00

58.54

58.46

57.38

5921

59.00

58.36

58.28

58.23

58.89

58.38

5835

58.47

58.43

58.25

57.82

62.40

62.23

8. Best Stocks To Invest In

7. Stocks to Buy Now

e. Best Retirement Investments

5. Cheap Stocks to Buy Now

61.95 62.37

61.38 62.49

0.56 Dividend

63.28 61.55 62.84

63.34 62.03 62.29

63.63 6218 63.31

62.30 61.50 62.00

62.56 6082 61.79

61.08 59.96 6097

59.84 56.75 59.45

58.80 57.68 58.19

58.97 57.87 58.20

58.56 57.67 57.75

58.57 57,72 58.53

58.38 57.10 57.64

59.46 5717 57.92

59.72 58.70 59.57

5909 57.88 58.69

59.56 57.90 59.14

5854 57.82 57,95

58.97 57.46 58.17

59.00 58.21 58.77

58.93 58.13 58.26

58.98 5817 5&35

59.35 58.21 59.03

58.98 57.31 58.81

58.36 57.53 58.33

' Close price adjusted for dividends and splits.

52.93

53.05

ads

4,123,000

4,114,600

4,944,000

4,599,000

5,033,500

4,726,900

4,542,500

3, 125,500

3,176,500

3,639,700

3,707,600

3,990,500

4,403,300

3,620,700

3,577,300

4,091,600

3,531 ,500

4,252,100

2,763,500

2,795,400

3,847,200

3,528,300

3,434,500

4,087,800

3, 1 es,4oo

4,545,200

First | Previous I Next | Last

6228

61.73

62.75

61.45

61.24

60.43

58.92

57.67

57.68

57.24

58.01

57.13

57.40

59.04

58. 17

58.61

57.43

57.65

58.25

57,74

57.83

58.50

58.29

5781

82.37

62.49

Page 2 of 2

;2-ndamantal company data cmwIdad by Capital IQ Hnstoncat chart data and daily updates provided myCommodity Systems Inc (CSI: "\!Er"=atuna: r1l\;*orlf:a» -:hart data darlw updates f1,=re¢:1
summary fund performance dvndartrx data and Morningstar Index data provided by Mommgstar, Inc

http ://finance .yahoo.com/q/hp?s=AEP&a=00&b=1 &c=2016&d=02&e=3 I8412016&o=rl A/4/7814
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Date High Low gloze Volume Adi Close
45.89
46.07
44.64
44.77
44.82
43.93
44.05
43.88

45.10
46.20
46.12
45.11
44.97
44.28
44.29
44.12

45.70
45.64
44.64
43.99
44.00
43.51
43.79
43.26

45.88
45.81
46.04
44.50
44.74
43.98
43.95
44.10

45.88
45.81
46.04
44.50
44.74
43.98
43.95
44.10

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

44.31 44.31 43.74 44.19

200,900
170,500
244,000
129,600
272,400
142,700
123,300
172,200

349,600

214,100

44.19 S 41.12
44.08
43.08
42.89
42.98
42.92
42.98
42.60
42.52
41.48
41.45

3/31/2016
3/30/2016
3/29/2016
3/28/2016
3/24/2016
3/23/2016
3/22/2016
3/21/2016

3/18/2016

3/17/2016
3/16/2016
3/15/2016
3/14/2016
3/11/2016
3/10/2016
3/9/2016
3/8/2016
3/7/2016
3/4/2016

3/3/2Q1§_
3/2/2016
3/1/2016
2/29/2016
2/26/2016

2/25/2016
2/24/2016

2/23/2016

2/22/2016
2/19/2016

2/18/2016
2/17/2016

2/16/2016

2/12/2016
2/11/2016

2/10/2016

2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2016
1/29/2016

1/28/2016

43.05
42.87
42.79
42.89
42.97
42.46
42.40
41.49
41.29
40.87
4078
40.12
41.04
40.40
41.49
42.82
40.80
40.49
40.88
40.82
40.13
40.20
40.62
39.72
40.57
41.37
41.01
41.34
41.72
42.52
42.96
4286
41.01

44.19
43.53
43.41
43.02
43.14
43.09
42.78
42.74
41.65
41.53
41.11
40.86
41.33
41.17
42.10
43.22
43.04
41.11
41.18
40.92
40.91
40.38
40.78
40.74
41.73
41.64
41.64

42.93
42.31
42.75
42.44
42.57
42.46
42.31
41.17
41.03
40.52
40.14.
39.37
39.92
40.28
40.32

41-05 ....-.

44.08
43.08
42.89
42.98
42.92
42.69
42.31
42.23
41.20
41.17

-40.77
40.48
40.02
40.57
40.27
41.61

1/27/2016
1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016
1/15/2016

1/14/2016
1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

Open

39.70
38.22
38.18
37.89
38.56
37.41
38.01
38.47
38.63
38.45
38.57
38.44
38.76
38.28
38.17
38.25
38.08
37.99
38.36

42.36
42.25
43.02
43.40
42.95
42.66
41.24
39.59
38.61
38.39
38.56
38.73
38.07
38.55
38.83
38.92
39.50
38.85
38.76
38.75
38.66
38.68
38.97
38.48
38.91

41.79
40.66
40.30
40.64
40.28
39.99
39.68
39.95
39.72
40.11
40.64
40.77
40.91
41.19
41.73
42.08
42.05
40.74
39.70
38.00
37.92
37.89
37.66
37.41
37.20
37.19
38.29
37.79
38.42
38.15
38.08
38.21
38.07
38.11
38.08
37.49
37.69

40.76
40.30
40.85
40.55
41.90
42.76
40.79
40.76
40.71
40.91
40.06
40.17
40.31
40.12
40.78
41.22
41.14
41.29
41.75
42.64
42.77
42.54
40.93
39.44
38.19
38.29
37.78
38.60
37.31
37.98
38.70
38.44
39.18
38.54
38.44
38.59
38.22
38.14
38.71
38.36
37.91

135,100
158,900
186,400
196,900
236,600
164,900
256,700
191,600
176,300
191,400
256,000
213,400
268,300
357,500
295,200
359,700
341,300
198,400
181,000
441,500
139,500
205,700
364,600
388,500
503,000
201,200
364,100
452,000
264,500
747,900
372,100
507,400
414,200
193,800
105,100
227,900
111,800
220,000
268,500
155,300
176,300
164,400
169,800
207,500
208,700
204,400
142,100
301,000
164,600
140,600
222,400

42.47
40.51
40.48
40.43
40.63
39.79
39.89
40.03
39.84
40.50
40.94
40.86
41.01
41.46
42.35
42.48
42.25
40.65
39.17
37.93
38.03
37.52
38.34
37.05
37.72
38.43
38.18
38.91
38.28
38.18
38.33
37.96
37.88
38.44
38.10
37.65
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Mall

NYSE

45.26
El Paso Electric Co. (EE)

1.00(2.16%) 2:39pM EDT . Nasdaq Real Time Price

Historical Prices Get Historical Prices for:

Set Date Range n>

Eg Jan 1, 2o10Start Da!e: Jan up

IMai vHal_End Date: ||g016

@ Daily

O Weekly

O Monthly

O Dividends Only

l Get PricéS I

STOCK

MARKET

CRASH 2016

Prices
I

Firsts Previous | Next | Last

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

thesovereigninve,

Mar za, 2016

Ope n

45.89

46.07

44.64

44.77

4 4 8 2

43.93

44.05

43.88

44.31

43.05

42.87

42.79

42.89

42.97

High

46.10

46.20

46.12

45.11

44.97

44.28

4 4 2 9

44.12

44.31

4 4 1 9

43.53

43.41

43.02

43.14

Volume

200,900

170,500

244,000

129,600

272,400

142,700

123,300

172,200

349,600

214,100

135,100

158,900

186,400

196,900

Adj Close'

45.88

45.81

46.04

44.50

44.74

43.98

43.95

44. 10

44.19

44.08

43.08

4289

42.98

42.92

Stock Market's

"Day of

Reckoning" is

Fast~

Approaching.

Shocking

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2016

Mark, 2016

Mar 1, 2016

Feb29, 2016

Feb26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 20th

Feb 19, 2016

Feb 18, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

42.46

4 2 4 0

41 .49

41 .29

4 9 8 7

40.78

40 12

41 .04

40.40

41 .49

42.82

40.80

40.49

40.85

4 0 8 2

40.13

4 0 2 0

40.62

39.72

4057Feb 11, 2016

43.09

42.78

42.74

4 1 6 5

41.53

41.11

40.86

41.33

41.17

42.10

43.22

43.04

41.11

41.18

40.92

40.91

40.38

40.78

40.74

4 1 7 3

Low Clos e

45.70 45.88

45.54 45.81

44.64 46.04

43.99 44.50

44.00 44.74

43.61 43.98

43.79 43.95

43.26 44.10

43.74 44.1 g

42.93 44.08

42.31 43.08

4275 42.89

42.44 42.98

42.57 42.92

0.295 Dividend

42.46

42.31

41 . 17

41.03

40.52

40. 14

39.37

39.92

40.28

40.32

41 .79

40.66

40.30

40.64

40.28

39.99

39.68

39.95

39.72

40. 11

42.98

42.60

42.52

41.48

41.45

41 .05

40.76

40.30

40.85

40.55

41.90

42.76

4 0 7 9

4 0 7 6

40.71

40.91

40.06

40. 17

40.31

40. 12

236.600

164.900

256,700

191 ,600

176,300

191.400

256,000

213.400

268,300

357,500

295,200

3591700

341,300

198,400

181.000

441 ,500

139.500

205,700

364.600

388,500

42.69

42.31

42.23

41.20

41 . 17

4 0 7 7

40.48

40.02

40.57

40.27

41.61

42.47

4 0 5 1

40.48

40.43

40.63

3 9 7 9

39.89

40.03

3984

http://financayahoo.com/q/hp?s=EE&a=008cb=

I

I
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Quotes are real-uma :of NASDAQ " °"SE, and NYSE M"T 8se also dei av be-as for other exchanges Al' mfcrmatlon provides "as as" for enformauonal purposes only not Intended tor traoung
purposes or advlca Nelthar Yahoo' nor any of mdependenl provadars is habit for any unformauonai errors rncomoleter-ess or delay4 nr for any arlina ta*e" in [g§l:'1nr'9 nm """H¥11at==:1 mnzainai
Herein By accessing the Yahoo' see you agree not to redlstnbute the information found therein
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Currency in USD.

fundamenzai company data provided by Capital IQ Hl310fiC3l char: data and daily updates provided by Cornmodzty Systems. Inc (CSI) Intarnatronal
summary fund pe:'!~::rmarw.:e, cfwldend data and Mcrnnngstar Index data provided by Morningstar_ Inc

3 Download to Spreadsheet

Feb 10, 2016

Feb 9, 2016

Feb e, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan za, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

Jan 7, 2016

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

41 .37

41 .01

41 .34

41 .72

42.52

42.96

42.36

41.01

39.70

38.22

38. 18

37.89

38.56

37.41

38.01

38.47

38.63

38.45

38.57

38.44

aa.7s

38.28

38. 17

38,25

38.08

37.99

38.36

41 .54 40.84 40.78

41 .84 40.77 41.22

42.36 40.91 41.14

42.25 41.19 41.29

4302 41.73 41.75

4340 42.08 42.64

42.96 4205 42.77

42.66 40.74 42.54

41 .24 39.70 40.93

3959 38.00 39.44

38.61 37.92 38.19

38.39 37.89 38.29

38.56 37.66 37.78

38.73 37.41 38.60

38.07 37.20 37.31

38.55 37.19 37.98

3883 38.29 38.70

38.92 37.79 38.44

39.50 38.42 39. 18

38.85 so. 15 38.54

38.76 38.08 38.44

38.75 38.21 38.59

38.66 38.07 38.22

31.68 38.11 38.14

38.97 38.08 38.71

38.48 37.49 38.36

38.91 37.69 37.91

° Close price adjusted for dividends and splits.

503.000

201 ,zoo

364.100

452.000

264.500

747,900

372.100

507,400

414,200

193.800

105.100

227.900

111 .too

220.000

258.500

155.300

176.300

164.400

169,800

207.500

208,700

204,400

142.100

801_090

164.600

140.600

222.400

Firs! | Previous | Next | Las!

4050

40.94

40.86

41 .01

4146

42.35

42.48

42.25

40.65

39.17

37.93

38.03

37.52

38.34

37.05

37.72

3843

38.18

38.91

38.28

38. 18

38.33

37.96

37.88

38.44

38. 10

37.65

Page 2 of 2

3

http://financayahoo.com/q/hp'? s=EE&a=008cb=18cc=20l6&d=02&e=31 &f=2016&g=d 4/5/2016



MARKEI PRICES - EDE

Open High Low Close Volume Adi Close
33.28
33.54
32.88
33.26
33.04
33.17
33.17
33.24

33.31
33.58
33.72
33.35
33.40
33.20
33.23
33.30

32.96

33.28

32.88

32.77

33.02

32.96

33.16

33.16

33.05

33.31

33.68

32.86

33.36

32.96

33.16

33.16

33.05

33.31

33.68

32.86

33.36

32.96

33.16

33.16

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

Date

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2015

3/18/2016 33.40 33.40 33.16 33.30

464,200
211,300
439,500
368,600
284,700
160,600
130,000
180,000

362,200

277,600
262,700
160,200
171,100

33.30 s 31.11

33.21

33.06

33.00

33.50

33.34

33.30

33.17

33.26

33.13

32.94

3 ; 9 ;

32.90

32.75

32.81

33.37

33.17

33.08

33.35

33.52

33.38

33.10

33.05

32.99

32.97

32.67

32.10

33.43
33.41
33.20
33.50
33.50
33.40
33.37
33.41
33.39
33.21
33.17_
33.08
33.21
33.09
33.50
33.67
33.40
33.55
33.60
33.75
33.73
33.19

33.08

32.97

32.98

33.00

33.30

33.20

33.00

33.13

33.11

32.87

2 4 2 ;
32.70

32.75

32.70

32.71

33.32

33.39

33.17

33.01

33.48

33.32

33.33

33.13

33.32

33.21

,3;.Q8
32.91

32.92

32.72

32,76

33.41

32.98

32.89

33.24

33.28

33.06

32.89

32.80

32.74

32.49

32.80

27.98

27.82

27.78
28.55
28.20
29.49
29.93
29.55
29.28
28.86
28.70
28.92
28.39
28.51
27.11
27.64
27.84
27.54
27.75
27.55
27.76
27.93
27.51
27.70
28.10
27.57
27.99
27.86

33.30

33.09

33.00

33.13

28.26

28.73

29.39

29.59

30.18

30.00

30.09

29.36

29.25

29.06

29.09

28.60

29.15

27.72

27.94

28.09

27.91

28.69

27.90

27.93

27.98

27.99

28.18

28.42

27.99

27.90

33.10

33.08

33.14

33.18

33.24

33.08

32.84

32.95

32.64

32.61

32.10

27.58

27.38

27.11

28.99

29.22

29.24

29.28

28.85

28.66

28.72

28.38

28.15

27.00

26.20

26.76

27.54

27.15

27.55

27.39

27.27

27.51

27.43

27.62

27.31

27.09

27.25

33.32
33.39
33.17
33.01
33.48
33.32
33.33
33.13
33.32
33.21
2108
32.91
32.92
32.72
32.76
33.67
33.24
33.15
33.50
33.54
33.32
33.15
33.06
32.99
32.74
33.06
28.20
28.04
28.71
29.45
29.53
29.78
29.70
29.34
28.70
28.79
29.07
28.36
28.65
26.55
27.53
27.94
27.69
28.22
27.50
27.76
27.72
27.61
27.62
28.26
27.66
27.78

28.49

29.22

29.30

29.55

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016
3/8/2016
3/7/2016
3/4/2016
3/3/2016
3/2/2016
3/1/2016
2/29/2016

2/26/2016

2/25/2016
2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016
2/16/2016

2/12/2016
2/11/2016

2/10/2016
2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2016
1/29/2016

1/28/2016

1/27/2016
1/26/2016
1/25/2016

1/22/2016

1/21/2016
1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016
1/11/2016

1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

391,300

429,800

331,300

435,400

277,300

360,600

41;.600

350,400

346,500

693,700

636,800

590,700

645,300

515,200

835,900

1,322,000

743,000

787,200

966,300

1,047,000

2,103,700

6,322,300

379,900

353,300

478,500

267,800

340,600

407,800

458,100

474,200

346,400

298:900

396,200

501,600

1,696,400

600,100

243,100

237,100

277,100

382,000

217,000

259,300

303,200

487,500

486,800

481,700

353,600

633,400

29.47
29.11
28.48
28.57
28.85
28.14
28.43
26.34
27.32
27.72
27.48
28.00
27.29
27.55
27.51
27.40
27.41
28.04
27.45
27.57
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Historical Prices

Set Date Range

Dow 0.35% Nard=fm 0.58%

The Empire District Electric Company (EDE) - NYSE * Watchlist

0.05(0.15%) 2:39pM EDT . NYSE Real Time Price33.25
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Enter Symbol

He>me

Start Date: wa n  v i

End Date: Lm a,  V I
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Look Up
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M 34

i
Prices

Ope n

33.28

33.54

32.88

33.26

3 3 0 4

a3.17

33. 17

3324

33.40

3 3 2 1

3 3 0 6

33.00

33.50

33.34

3 3 3 0

33.17

33.26

33. 13

32.94

3 2 9 1

3 2 9 0

32.75

32.81

33.37

High

33.31

33.58

3372

3335

33.40

33.20

33.23

33.30

33.40

33.43

33.41

33.20

33.50

3 3 5 0

33.40

33.37

33.41

33.39

33.21

3317

33.08

33.21

33.09

3 3 5 0

33.33

33.13

33.32

33.21

33.08

Volume

464,200

211 ,300

439,500

368,600

284,700

160,600

130,000

180,000

362,200

277,600

262,700

160,200

171 , 100

391 ,300

429,800

331 ,300

435,400

277,300

360,600

412,600

350,400

"46,500

693,700

636,800

Firstl Previous | Next | Last

EI
Adj Close'

33.05

33.31

33.68

3za6

33.36

32.96

33. 16

33.16

33.30

33.32

33.39

33. 17

33.01

33.48

33.32

33.33

33.13

33.32

3321

33.08

32.91

3292

32.72

3276

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Mar 7, 2016

Mar 4, 2016

Mer 3, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb 26, 2016

Feb be, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19 2016

Feb LB, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

33.17

33.08

3335

33.52

33.38

3310

33.05

32.99

3297

32.67

33.67

33.40

3355

33.60

33.75

33.73

33.19

33.30

33.09

33.00

Low Close

32.96 33.05

33.28 33.31

32.88 33.68

32.77 32.86

33.02 3336

32.96 32.96

33.16 3316

33. 16 33. 16

33. 16 33.30

33.08 3332

32.97 33.39

32.98 33.17

33.00 33.01

33.30 33.48

33.20 33.32

33.00

33. 13

33.11

32.87

32.79

32.70 32.91

32.75 32.92

32.70 32.72

32.71 32.76

0.26 Dividend

33. 10 33.67

33.08 33.24

33. 14 33. 15

33. 1 B 33.50

33.24 33.54

33.08 33.32

3284 33.15

32.95 33.06

32.64 32.99

32.61 32. 74

590,700

645,300

515,200

835,900

1 ,322_000

743,000

787,200

966,300

1 ,047,000

2, 103.700

3341

32.98

32.89

33.24

33.25

33.06

32.89

32.80

3274

32.49

http1//ina nce ya hoo.com/q/hp'? s=EDE&a =008<:b=1 &c=2016&d=02&e =3 l8dII=2016&Q=d
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J
- Download to Spreadsheet

Feedback

Ad Topics That Might Interest You...

4. Best Roth IRA

3. Best Online Stock Brokers

2. 5 Best IRA Accounts

1. High Yielding Mutual Fund

Feb 10, 2016

Feb 9, 2016

Feb a, 2o1e

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan to, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

Jan 7, 2016

32.10

27.78

28.55

28.20

29.49

29.93

29.55

29.28

28.B6

2B.70

28.92

28.39

28.51

27,11

27.64

27.a4

27.54

27.75

27.55

27.76

27.93

27.51

27.70

28.10

27.57

27.99

27.86

6. Best Retirement Investments

7. 5 Best Index Funds

8. Highest Dividend Stocks

5. New Penny Stock Picks

33.13 32.10

28.26 27.58

2873 27.38

29.39 27. 11

29.59 28.99

30.18 29.22

30.00 29.24

30.09 29.28

29.35 28.85

29.25 28.66

29.06 28.72

29.09 28.38

28.60 28. 15

29.15 27.00

27.72 26.20

27.94 26.76

28.09 27.54

27.91 27.15

28.69 27.55

27.90 27.39

27.93 27.27

27.98 27.51

27.99 2743

28.18- 2.7.62

28.42 27.31

27.99 27.09

27.90 27.25

* Close price adjusted for dividends and

ads

33.06

28.20

28.04

28.71

29.45

29.53

29.78

29.70

29.34

28.70

28.79

29.07

28.36

28.65

26.55

27.53

27.94

2769

28.22

27.50

27.76

27.72

27.61

27.62

28.26

27.66

27.78

splits.

0,322.300

379,900

asa,a00

478,500

267,000

340,600

407,000

458,100

474,200

346,400

298,900

396,200

501,000

1,696,400

600.100

243,100

237,100

277,100

3a2,000

217,000

259,300

303,200

487,500

4e6,800

481 ,700

353,000

633,400

First | Previous | Next I Last

32.80

27.98

2782

28.49

29.22

29.30

2955

2947

2911

28.48

28.57

2B.85

28.14

28.43

26.34

27.32

27.72

27.4a

28.00

27.29

27.55

27.51

27.40

27.41.

25.04

27.45

27.57

Page 2 of 2

Fordamenral company data pro-:wed byCapital IQ Hastoncai chart data and deny updates prov-ded Dy Commodity Systems Inc (CSI) lnierrzatsnnal husrorwcal can data da.lv uooates Fund
summary fund performance dlvxderad data and Morningstar index data prov=ded by Morningstar Inc

http://Hnancayahoo.com/q/hp?s=EDE8La=00&b=1 &c=2016&d=02&e=3 l&f=2016&Q=d 4/5/2016



MA_RKET PRICES -_ES

Open High Low Close Volume
58.06
58.65
58.00
58.10
57.74
57.49
57.35
57.10

57.82

58.51
58.81
58.60
58.42
58.29
58.08
57.67
57.82

58.34
58.39
58.53
57.77
57.83
57.93
57.48
57.35

AVERAGE STOCK PRICE FOR

T HREE MONT H PERIOD

Pate
3/31/2016

3/30/2016
3/29/2016

3/28/2016
3/24/2016

3/23/2016
3/22/2016

3/21/2016

3/18/2016 58.07

58.03
58.26
57.70
57.63
57.65
57.13
57.07
56.74

57.18

2,424,000

1,193,700
1,308,700

681,800
1,283,000

1,340,800

2,022,300

1,653,400

3,029,200

2,429,700

1,402,700

1,985,500

1,580,300

1,652,000

2,157,900

1,648,700

Adi Close

58.34

58.39
58.53

57.77

57.83

57,93

57,48

57.35

57.19 s 54.56

57.54
56.50
56.73
56.59
56.72
56.92
56.59
56.35
55.32
54.33
54.44
53.96
54.50
54.28
56.42

58.09
57.58
57.35
56.83
57.00
57.25
57,16
57.03
56.27
55.69
54.66

' 33 '
54.87
54.84
56.47
56.92
56,49
56.00
55.51
54.74
54.74

57.32
56.05
56.46
56.15
56.36
56.07
56.40
55.89
55.32
54.13
53.59
9 . 6 2
53.80
53.93
54.75

57.19

57.84
57.39
56.75
56.74
56,55
56.50
56.87
56.69
56.11
55.54
54.63
54.34
54.23
54.30
54.77
56.66
56,23
55,84
55.34
54.67
54.46
53.54
53.86
53.51
53.90
54.94
54.69
54.09
54.66
54.93

57.84
57.39
56.75
56.74
56.55
56.50
56.87
56.69
56.11
55.54
54.63
54.34
54.23
54.30

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016
3/8/2016
3/7/2016
3/4/2016
3/3/2016

w / i m -
3/1/2016

2/29/2016

2/26/2016

2/25/2016
2/24/2016

2/23/2016
2/22/2016

2/19/2016

2/18/2016
2/17/2016

2/16/2016
2/12/2016

2/11/2016
2/10/2016

2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2016

1/29/2016
1/28/2016

1/27/2016
1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016
1/14/2016

1/13/2016
1/12/2016

1/11/2016

1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

56.45
55.54
55.02
54.83
54.42
53.65
53.81
53.85
53.88
54.79
54.48
54.00
54.14
54.41
55.63
55.47
54.27
53.60
53.63
52.19
52.23
51.77
51.62
50.63
51.27
52.37
51.45
51.30
51.28
51.27
51.27
50.91
51.17
50.80
51.04
50.85
50.65

53.90
53.98
54.07
55.13
55.28
54.90
54.78
54.86
55.91
55.97
55.23
54.92
54.15
53.52
52.68
52.68
51.97
51.63
51.47
52.65
52.75
51.72
52.22
51.73
51.44
51.32
51,49
51.29
51.65
51.43
50.89

56.25
55.54
55.02
54.66
53.83
53.53
53.29
53.12
52.93
53.79
53.81
53.84
53.43
53.39
54.84
55.34
54.03
53.49
53.37
51.76
51.84
51.74
51.22
50.16
50.21
50.52
51.38
50.82
50.57
51.06
50.40
50.58
50.72
50.76
50.73
50.01
50.23

55.72
55.08
54.57
53.80
53.09
52.32
52.15
51.64
51.58
50.58
51.15
52.59
51.39
51.86
51.30
51.12
51.03
50.82
51.14
51.46
51.35
50.88

1,950,800

2,649,600

1,837,700
1,185,200

1,860,700
2,106,500

1,808,600

1,570,300

1,060,500
1,720,300

1,595,600
1,283,500

2,494,800

1,803,900

1,368,000
1,781,800
2,236,500

2,151,300

2,036,700
3,068,300

3,262,400
3,111,400

3,347,600

1,939,300

1,859,500

2,791,300

3,007,800

1,850,500

1,753,400
1,538,600

1,950,700

1,836,500
2,350,200

3,408,700

2,777,800

3,195,700

4,149,300

2,202,100

1,555,400

1,097,500
1,290,200

2,141,700

1,265,500

1,087,100

1,590,300

54.33
56.20
55.77
55.39
54.89
54.23
54.02
53.10
53.42
53.08
53.46
54.49
54.25
53.65
54.22
54,48
55.27
54.63
54.13
53.36
52.66
51.89
51.73
51.22
51.16
50.17
50.73
52.16
50.97
51.44
50.88
50.70
50.62
50.41
50.72
51.04
50.93
50.47
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NYSEEversource Energy (ES)

1.30(2.22%) 2;41pM EDT . Nasdaq Real Time Price57.29

Historical Prices Get Historical Prices lot. I 1

Set Date Range

Start Date: than  v i

End Date: EMar vi

Et. Jan 1, 2010
© Daily
o Weekly

o Monthly

O Dividends Only

"Get Prices i

First | Previous| Next | Last

I Prices i
I

Date

Mar 31, 2016

Mar so, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016
Get your &e5e.l<itl

Mar 9, 291-8

IIJLLEIIDS|-*1»¢-

Open

58.06

58.65

58.00

58.10

57.74

57.49

57.35

57.10

57.82

57.54

56.50

56.73

56.59

56.72

56.92

56.59

56.35

5532

54.33

54.44

53.96

54.50

54.28

High

58.51

58.81

5860

58.42

58.29

5508

57.67

57,82

58.07

58.09

57.58

57.35

56.83

57.00

57.25

57.16

57.03

56.27

55.69

54.558

54.38

54.87

54.84

VIA :pau'r.v~.r

Volume

2,424,000

1,193,700

1,308,700

681,800

1,283,000

1,340,800

2,022,300

1,653,400

3,029,200

2,429,700

1,402,700

1,9B5,500

1,580,300

1,652,000

2,157,900

1.648,700

1,950,800

2,649,600

1,837,700

1,185,200

1,800,700

2, 106, sao

1,808,600

Adj Close'

58.34

58.39

58.53

57.77

57.83

57.93

57.48

57.35

57. 1 g

57.84

57.39

56.75

56.74

56.55

56.50

56.67

56.69

56.11

55.54

54.63

54.34

54.23

54.30

Mar 8, 2016

Mar 7, 2016

Mar 4, 2016

Mar 8, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb 29, 2016

Feb 26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb22, 2016

Feb 19, 2016

Feb 18, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

5642

56.45

55.54

55.02

54.83

54.42

53.65

53Bt

53.85

53.88

5479

56.47

56.92

5649

56.00

55.51

54.74

5474

53.90

53.98

54.07

55.13

Low Close

58.03 58.34

58.26 58.39

57.70 58.53

57.63 57.77

57.65 57.83

57.13 57.93

57.07 57_48

56.74 57.35

57.18 57.19

57.32 57.a4

56.05 57.39

56.46 56.75

56.15 56.74

56.36 5G.55

56.07 56.50

55.40 Se 87

55.89 56.69

55.32 56.11

54.13 55.54

<3.5o

52.62 54.34

53.80 54.23

53.93 54.30

0.445 Dividend

54.75 54.77

5625 56.66

55.54 56.23

55.02 55.84

5466 55.34

53.83 54.67

53.53 54.46

53.29 53.54

53.12 53.86

52.93 53.51

53.79 53 90

1.570,300

1,060,500

1,720,300

1,595,600

1,283,500

2,494,800

1,803,900

1,368,000

1,781,800

2,236,500

2.151,300

54.33

5620

55.77

5539

5489

54.23

54.02

53.10

53.42

53.08

53 46

http://fina nca ya hoo.com/q/hp'? s =ES &a =00&b=1 &c=20168cd=02&e =31 &f=20168Lg=d
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Currency in USD

#8 Download to Spreadsheet

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 14, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Feb 10, 2016

Feb 9, 2016

Feb a, 2016

Feb 5, 2016

Feb4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan za, 2016

Jan 27, 2016

_Jan 1,2015

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

Jan 8, 2016

54.48

54.00

54.14

54.41

55.63

55.47

54.27

53.60

53.63

52.19

52.23

51.77

51.62

50.63

51.27

52.37

51.45

51.30

51.2B

51.27

51 .27

50.91

51.17

. 5 0 8 0

51.04

50.85

50.65

55.28 53.81

54.9o 53.84

54.78 53.43

54.86 53.39

55.91 54.84

55.97 55.34

55.23 54.03

54.92 53.49

54.15 53.37

53.52 51.76

52.68 51.B4

52.68 51.74

51.97 51.22

51.63 5016

51 .47 50.21

5265 50.52

52.75 51.38

51 .72 50.B2

52.22 50.57

51 .73 51.06

51.44 50.40

51.32 50.58

51 .49 50.72

.51=29 -50.76 -

51 .65 50.73

51.43 50.01

50.89 50.23

' Close price adjusted for dividends and

5494

54.69

54.09

54.66

54.93

55.72

55.08

54.57

53.B0

53.09

52.32

52.15

51.64

51.58

50.58

51.15

52.59

51.39

51.88

51.30

51.12

51.03

50.82

51.14

51.46

51.35

5088

splits.

2,036,700

a.oe8.aoo

3,262,400

3.111 ,400

3,347,500

1,939,300

1,859,500

2.791 ,300

3,007,800

1,850,500

1,753,400

1.538.500

1,950,700

1,836,500

2,350,200

3,408,700

2,777,800

3,195,700

4,149,300

2.202, 100

1,555,400

1,097,500

1,290,200

-2_141 ,700

1,255,500

1,087,100

1,590,300

First | Previous I Next | Las!

54.49

54.25

53.65

54.22

5448

55.27

54.63

5413

53.36

5266

51.89

51 .73

51.22

51 16

so. 17

5073

52.16

50.97

51.44

5088

50.70

50.62

50.41

50.72

51.04

50.93

50.47

Page 2 of 2

summary. fund perfcrmancs, dividend data and Mar mg star Index data provided by Mcmmgstar, Inc
=undaman:al company data pmvude-d Brcapital IQ I-ll:tr.:ncd chart data and daily updaters provldBday Commodity Systems Inc (CSM tnternasmnat nrstcncal .ran data .lady updates fund

http://financeyahoo.com/q/hp?s=ES&a='~008cb=l &c=2016&d=02&e=318cf=20]6&Q=r] A/4/7m R



MARKET PRICES - GXP

Date High Low Close Volum_e Adi CLQSQ
32.29
32.30
31.72
31.76
31.23
31.32
31.45
31.56

31.65

32.40

32.44

32.31

31.92

31.80

31.62

31.62

31.61

31.88

31.98
32.03
31.72
31.31
31.17
31.18
31.27
31.08

32.25
32.26
32.25
31.69
31.70

31.35
31.29
31.45

AVERAGE STOCK PRICE FOR

T H R E E  M O N T H  P E R I O D

31.48

32.25
32.26
32.25
31.69
31.70
31.35
31,29
31.45

31.67

1,169,800
810,000

1,355,400
941,900

1,507,000
1,115,000

943,100
1,333,000

2,390,500 31.67 s 29.07

31.26
31.21
31.14
30.88
31.00
30.58
30.21
30.23
29.77
29.34
29.47
29.02
29.48

31.77
31.31
31.35
31.31
31.40
31.22
30.67
30.34
30.24
29.96
29.55
29.57
29.61

31.19
30.65
30.91
30.67
30.82
30.19
30.21
29.97
29.60
29.22
29.14
28.49
28.92
28.65
28.70
29.06
28.97
28.81
28.92
28.71
28.51
28.31
28.19
28.11

31.65
31.26
31.26

31,65

31.26

31.26

31.08

30.96

30.87

30.56

30.28

30,13

29.84

29.52.

29.49

29.13

29.34

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2016

3/18/2016

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016

3/8/2016

3/7/2016

3/4/2016

3/3/2016

3/2/2016

3/1/2016

2/29/2016

2/26/2016

2/25/2016

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016

1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

Open

28.75
29.38
29.65
29.04
28.97
29.05
28.97
28.56
28.60
28.56
28.51
28.84
28.97
28.73
28.80
28.66
29.19
29.13
28.31
27.83
27.63
26.86
26.63
26.72
26.86
26.40
26.45
27.09
26.96
26.91
26.62
26.82
27.27
27.15
27.28
26.97
27.15
27.07
27.34

29.66
29.49
29.88
29.44
29.24
29.37
29.12
29.05
28.69
28.72
28.76
29.07
29.13
29.10
29.18
29.37
29.24
29.65
29.07
28.72
28.08
27.53
27.16
27.23
26.94
26.96
26.67
27.31
27.33
27.08
27.45
27.05
27.27
27.39
27.45
27.48
27.34
27.26
27.35

28.47
28.51
28.58
28.32
28.28
28.65
28.89
28.21
27.80
27.52
26.73
26.56
26.52
26.57
26.38
26.13
25.87
26.77
26.30
26.34
26.51
26.50
27.08
26.97
26.97
26.99
26.65
26.82

31.08
30.96
30.87
30.56
30.28
30.13
29.84
29.52
29.49
29.13
29.34
28.82
29.55
29.16
29.05
29.12
28.94
28.97
28.58
28.61
28,45
28,55
28.92
28.95
28.80
28.80
28.78
29.23
28.98
28.45
27.88
27.43
26.96
26.71
26.71
26.93
26.34
26.41
27.24
26.82
27.21
26.60
26.67
27.29
27.00
27.24
27.28
27.23
27.07

1,582,500
1,430,900
1,643,600
1,370,300
1,444,700
2,486,200
1,077,500
1,516,300
1,161,800
1,122,800
1,122,900
1,333,800
1,163,200
2,075,800
2,310,900
1,829,000
2,209,200
1,343,500

723,900
711,200
786,900
685,700
675,300
693,000
906,200

1,228,800
1,236,700
2,019,200
2,936,600
2,184,500
2,371,500
1,226,400
1,250,800
1,130,700

634,200
601.800

1,554,400
581,700
845,300

1,209,200
1,359,300
1,210,300
1,803,100
2,795,700
1,890,900
3,397,200
1,159,700

966,200
1,165,100
1,115,600
1,072,100
1,737,100

28.82
29.55
28.90
28.79
28.86
28.68
28.71
28.32
28.35
28.19
28.29
28.66
28.69
28.54
28.54
28.52
28.97
28,72
28.19
27.63
27.18
26.72
26.47
26.47
26.69
26,10
26.17
26.99
25.58
26.96
26.36
26.43
27.04
26.76
26.99
27.03
26.98
26,83
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a Prices
\

p---

Historical Prices

Set Date Range

Dow 0.1

Gre a t  P l a i n s  E n e rg y Incorpora ted (GXP)

0.69(2.11 %) 4;1opM EDT31.94

t

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business 8. Finance

Enter Symbol

Home

azan Date: Iv a n  v i

End Date: IM a i  V \

Mai!

Look Up

Search news

Eg. Jan 1, 2010

Spots

TRADE NOW

9514e1in1

NYSE Watch list

Get'pri6és"

*

Finance

@ Daily

O Weekly

o Monthly

O Dividends Only

i

iI

Celebrity Weather Answers

Tue Apr 5, 2015, 449PM EDT » U.S Markets cIoseG Report an Issue

Get Historical Prices for:

Ftickr

Search FIf13uc€

Personal Finance CNBC Contributors

Mobile More

Sea¥sjh\Met:

Llkl 14i :

E
_ - _ J

(> A

P a ge  1 of 2

Mall

Date

Mar 31, 2016

Mar to, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2015

Mar 8, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2015

Mar 2, 2016

Mar 1, 2016

jaw

Feb 29. 2018

Feb 26, 2016

Open

32.29

32.30

31 .72

31.76

31 .23

31 .32

31.45

31 .56

31 .66

31 .26

31 .21

31 .14

3 0 8 8

31 .QQ

3058
30

3 0 2 3

2 9 7 7

2 9 3 4

29.47

2902

29.48

28.75

2 9 3 8

29.65

High

3240

32.44

32.31

31 .92

31 .80

31 .62

31 .62

31 .61

31 .88

31 .77

31 .31

31 .35

31 .31

31 .40

31 .22

3G67

3034

3024

29.96

2955

29.57

29.61

2 9 6 6

2 9 4 9

29.88

Volume

1,169,800

810,000

1,355,400

941,900

1 ,507,000

1,115,000

943,100

1 ,346,e00

2,441,200

1 ,582,500

1 ,432,500

1543,600

1,370,300

1 ,444,7D0

2,486,200

1 ,077,500

1,516,300

1,1611800

1 , 122,800

1 ,122,900

1 ,333,B00

1,163,200

2,075,800

2,310,900

1 ,829,000

First | Previous | Next | Last

1
Adj Close*

32.25

32.26

32.25

31 .69

31.70

31 .35

31.29

31.45

31.67

31.65

31.26

31.26

31 .08

30.96

30.87

30.56

30.28

30.13

2984

29.52

29.49

29. 13

29.34

2882

29.55Feb 25, 2018

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 15, 2016

29.04

2897

29.G5

28.97

28.56

28.60

2856

28.51

28.84

29.44

29.24

29.37

29.12

2905

28.69

28.72

2876

2907

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

Low Close

31.98 32.25

32.03 32.26

31.72 32.25

31.31 31.69

31.17 31.70

3118 31 .35

3127 31.29

31.08 31.45

31.48 31.67

31 .19 31.65

30.65 31.26

30.91 31.26

30.67 31.08

30.82 30.96

30. 19 30.87

30.21 30.56

29.97 30.28

29.60 30. 13

29.22 29.84

29. 14 29.52

28.49 29.49

28.92 29.13

28.65 29.34

28.70 28.82

29.06 29.55

0.263 Dividend

28.97 29.16

28.51 29.05

28.92 29. 12

28.71 28.94

28.51 28.97

2B31 28.58

28.19 28.61

28.11 28.45

28.47 28.55

2,209,200

1,343,500

723,900

711 ,200

786,900

685,700

675,300

693,000

906,200

28.90

28.79

2886

2868

28.71

28.32

28.35

28 19

28 29

http ://fina nca ya hoo.com /q/hp? s =GXP &a =00&b= 1 &c=2016&d=02&e =31&f=20168cQ=d
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Feb 10, 2016

Feb 9, 2016

Feb 8, 2016

Feb 5, 201s

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 2s, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan a, 201s

25.97

28.73

2880

28.66

29.19

29. 1 a

28.31

27,B3

27.63

26.86

26.63

26.72

26.86

26.40

2645

27.09

25.96

26.91

26.62

26.82

27.27

27.15

2728

26.97

27. 15

27.07

27.34

Jan 7, 2016

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

29.13 28.51 28.92

29.10 28.58 28.95

29.18 28.32 28.80

29.37 28.28 28.80

29.24 2855 2s.7s

29.65 28.89 29.23

29.07 28.21 28.98

28.72 27.80 28.45

28.08 27.52 27.88

27.53 26.73 27.43

27.16 26.56 26.96

27.23 26.52 26.71

26.94 26.57 26.71

26.96 26.38 26.93

26.67 26. 13 26.34

2731 25.87 26.41

27.33 26.77 27.24

27.08 2630 26.82

27.45 26.34 27.21

27.05 26.51 2660

27.27 26.50 26.67

27.39 2708 27.29

27.45 26.97 27.00

. 27,48 *. z6.97 17 .24

27.34 26.99 27.28

27.26 26.65 27.23

27.35 26.82 27.07

' Close price adjusted for dividends and splits.

1,228.800

1,236,700

2,019,200

2,936.000

2,184,500

2,371,500

1,226,400

1.250,800

1,130,700

634,200

601 ,800

1,554,400

581,700

a4s,300

1,209,200

1,359,300

1,210,300

1,803,100

2,795,700

1,890,900

3,397,200

1,159,700

966,200

11165,100

1,115,600

1,072,100

1,7a7,100

28.66

28.69

28.54

28.54

2B.52

28.97

28.72

28. 19

27.63

27.18

26.72

26.47

26.47

26.69

26. 10

26.17

26.99

26.58

26.96

26.36

26.43

27.04

2676

2699

27.03

26.98

26.83

Flrsz | Previous | Next] Last

Download to Spreadsheet

Currency in USD.

Ad Topics That Might Interest You...

1. High Yielding Mutual Fund 5. Refinance Mortgage Rates

2. 5 Best IRA Accounts s. The Best Penny Stocks

3. Best Online Stock Brokers 7. Fixed Annuity Calculator

4. Best Roth IRA 8. Highest Dividend Stocks

Feedback add

Copyright &copy: 2009 Yahoo' All rights reserved.

Quotes are read-time for NASDAQ NYSE and NYSE MI-QT See also delay times 'or other exchanges All unfomaanon provided "as is" for =r:forrn at.onal purposes Orly not lrwended for trading
purposes or advice Neither Yahoos nor any of mdependem pfovlders as Habla for any Informational errors. !f1CGlTIDIE.'h3I1&S S or delays or for any =\fh~\= 1=*°" "1 re!=.¢ 1\*L Cr: mformason cor.:alne¢1
nerezn By accassmg the Yahoo' she you agree not to redistribute the urrfomzauon found rhereln

Fundamental company data prcwlaed Ny Capital IQ Hnstoncal chart data and dariy updates provided Dy Commoduty Systems Inc (CSI) tnternatlonat hustcmcal cart data daily updates fund
summary fund performance aivldend data and Mommgstar Index data prov-ded by Morningstar Inc

http://fina nca ya hoo.com/q/hp? s=GXP&a =00&b= l&c=2016&d=02&e =3 I&f=2016&,q=d 4/5/2016



MARKET PRICES - IDA

Date High Low Close Yvlvms
74.70
74.75
74.16
74.27
73.82
74.03
74.07
73.05

74.45

74.96
74.91
74.95
74.55
74.37
74.49
74.47
74.29

74.68

74.37
74.34
73.94
73.56
73,81
73.14
73.72
72.44

74.59
74.65
74.83
74.00
74.11
74.03
74.03
74.17

73.29

209,000
245,600
499,800
182,200
260,100
221,800
167,600
230,300

849,000

Ad[ Close

74.59

74.65

74.83

74.00

74.11

74.03

74.03

74.17

73.29

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

s 70.62

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2016

3/18/2016

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016

3/8/2016

3/7/2016

3/4/2016

3131ZQ16
3/2/2016

3/1/2016

2/29/2016

2/26/2016

2/25/2016

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016

1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

73.88
73.55
73.18
73.52
74.08
73.89
73.36
72.81
71.98
71.01
71.20

74.30
74.01
73.96
73.84
74.42
74.14
74.07

74.15
73.75
73.55
73.43
73.99
73.59
73.83
73.49
72.61
72.14
7144
71.15
70.51
70.96
71.29
73.44

74.15
73.75
73.55
73.43
73.99
73.59
73.83
73.49
72.61
72.14
71.44,
71.15
70.51
70.96
71.29
73.44
73.02
72.16
72.19
71.78
71.32
69.61
69.84
69.59
70.28
70.25
70.48
69.68
69.35
69.42
69.87
69.24

1/15/2016
1/14/2016
1/13/2016
1/12/2016
1/11/2016
1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

Open

70 . 44

71 .30

71 .29

73 .10

73.44

72 . 34

7 2 . 0 0

72 . 05

71 . 75

69.23

69.97

69.94

70.54

70 .16

70.37

69.37

69.24

69.05

69 .80

69.37

69 . 38

69.43

69.15

66.96

66.66

66.42

67.43

65.88

66.52

67.23

66.85

66.46

66 .90

67.33

68.28

67.28

67.68

66.73

66.92

67.29

67.73

73.69
72.80
72.36

71146
71.17
71.57
71.78
73.27
73.82
73.17
72.83
72.57
72.37
71.50
69.97
70.53
70.54
70.63
70.59
70.54
69.89
70.04
70.00
70.16
69.83
69.92
69.96
68.77
67.54
67.64
67.43
67.49
66.71
67.37
67.84
68.42
68.19
67.85
68.28
68.15
68.15
67.93
67.60
67.57
67.94

72.99

73.67
72.70
72.88
73.06
73.44
72.50
73.36
72.42
71.65
70.58

..._70.49
69.03
69.85
70.92
71.05
72.71
71.94
71.53
71.67
71.35
68.76
68.76
69.14
68.86
69.35
69.46
69.03
68.80
68.30
69.22
69.11
69.07
69.30
68.87
66.85
66.29
66.42
65.96
65.54
65.31
65.03
66.55
65.40
66.33
66.72
66.70
67.28
67.28
66.73
66.70
66.26
66.95

73 .02

72 .16

72 .19

71 , 78

71 .32

6 9 . 6 1

69.84

69 .59

70 . 28

70 . 25

70 . 48

69 . 68

69.35

69 .42

69.87

69 . 75

69.64

69 .59

68.46

66.86

66 .92

66.14

67.47

65.73

66 .50

67 .59

66 .49

67 . 68

6 6 . 8 1

67 . 33

67 .96

67 . 28

67.52

67 .52

67 . 41

67 .29

527,200
315,400
154,800
156,700
179,400
175,800
194,100
230,700
218,500
235,700
2265600
215,100
297,000
508,900
246,700
309,400
288,100
185,400
188,600
253,700
306,900
274,000
219,500
257,500
288,800
468,000
424,700
445,300
309,800
303,700
683,500
516,900
894,500
539,700
173,000
141,200
131,200
184,200
262,000
209,000
273,700
204,600
257,900
304,700
201,800
242,700
217,700
389,900
326,500
170,400
236,300
429,100

69.13
69.08
67.96
66.37
66.43
65.66
66.98
65,25
66.01
67.10
66.00
67.19
66.32
66.84
67.46
66.79
67.03
67.03
66.92
66.80
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f
Prices

i

Historical Prices

Set Date Range

Dow 0.1

Ida Corp, Inc. (IDA)

1 . 4 5 ( 1  . 9 4 % ) 2:45PM EDT - Nasdaq Real Time Price73.04

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance

Enter Symbol

Home

Start Date: [J a n  v! l1

End Date:l i a r  v i

Ma l!

I Look UP

Search

NYSE

.lizot6

News

IEQ Jan 1, 2010

Sports

@ Daily

O Weekly

O Monthly

O Dividends Only

"I Géfp1i€§"l '

Finance Celebrity

Find Qut More

'v\.'18=8¥r\&r

Tue Apt 5 2016, 245PM EDT- U S Markets class in 1 hr 15 mans

First | Previous | Next | Las!

Answers

Get Historical Prices fun

Flxckr

Search France

Personal Finance CNBC Contributors

EA-\lmn4¢

Mobuie . Ii9r*¢ahoo Finance on Flrer'ox »

STOCK

MARKET

ERAS H561g

Sea»gw»v#b

[>

Report an issue

P a ge  1 of 2

Maul

2
I

E
thesove reigns five..Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Stock Market's

"Day of

Reckoning" is

Fast-

Approaching.

Shocking

Mar 7, 2016

High

74.96

7491

74.95

74.56

74.37

7449

74,47

74.29

74.68

74.30

74.01

73.96

73.84

74.42

74. 14

74.87

7369

72.80

72.36

Open

74.70

74.75

74.16

74.27

73.82

74.03

74.07

73.05

74.45

73.88

73.55

73. 18

7352

74.08

73.89

7386

72.81

71 .98

71 .01

71 .29

70.44

71 .30

71 .29

73.1 o

73.44

72.34

72.00

72.05

71.75

69.23

69.97

69.94

70.54

70. 16

7037

74 ACI  I . ' r u

Mark, 2016

Mar 3, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb 26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 18, 2015

Feb 17. 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

Feb 10, 2016

71.17

71.57

71.78

7327

73.82

7317

72.83

72.57

72.37

71.50

69.97

70.53

7o.54

70.63

70 59

Low

74.37

74.34

73.94

73.56

73.81

73. 14

73.72

72.44

72.99

73.67

72.70

72.88

73.06

7344

7250

73.36

72.42

71.65

70.58

7G.49

69.03

69.85

70.92

71 .05

72.71

71.94

71.53

71 .67

71.35

68.76

68.76

69 14

68.86

69.35

69.46

Close

74.59

74.65

74.83

74.00

74.11

74.03

74.03

74. 17

73.29

74.15

73.75

73.55

73.43

73.99

73.59

73.83

73.49

7261

72.14

71.44

71 .15

7051

70.96

71.29

73.44

73.02

72.16

72 1 g

71.78

71 .32

69.61

6984

69.59

70.28

70.25

Volume

209,000

245,600

499,800

102.200

260,100

221 ,800

167,600

230,300

849,000

527,200

315,400

154,800

156,700

179,400

175,B00

194. 100

230,700

218,500

235,700

226,600

215, 100

297,000

508,900

246,700

309,400

288,100

185,400

188,600

253,700

306,900

274,000

219,500

257,500

288,800

468,000

Adj Close*

74.59

74.65

74.53

74.00

74.11

74.03

74.03

74. 17

73.29

74. 15

73.75

73.55

73.43

73.99

73.59

73.83

73.49

72.61

72. 14

71 .44

71 15

70.51

7096

71 .29

73.44

73.02

72. 16

72. 1 g

71 .78

71 .32

69.61

69.84

69.59

70.28

70.25

http://fina nca ya hoo.com/q/hp? s =IDA8ca =00&b=1 &c=2016&d=028Le =31 &f=20168c2=d 4/5/2016
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C0p8fr!Qht 8.co;3y 2009 Yar\oo¥ AH rights reserves

Currency in USD,

8% Download lo Spreadsheet

Feb 9, 2016

Feb s, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 3, 2016

Feb2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27. 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan B, 2016

Jan Z,2016

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

67.68

5513

67.29

67.73

66.92

67.28

88.28

87.33

66.46

66.90

67.23

6685

66.42

67.43

65.88

56.52

69.15

ease

66.66

69.38

69.43

69,80

69.37

6937

69.24

6905

' Close price adjusted for dividends and splits.

68.28

68.15

68.15

- 6 1 9 3

6757

67.94

67.60

67,85

68.42

68.19

67.49

57.84

66.71

87.37

67.43

67.64

6877

67.54

69.92

69.96

69.83

7000

70.16

70.54

69.89

7004

67.28

--6a.:c3

66.26

66.95

66.70

66.70

B728

66.72

66.33

65.40

66.55

6596

65.54

6531

65.03

68.42

68.87

6685

66.29

69.30

0.51 Dividend

89.07

69,22

69.11

69.03

68.80

68.30

67.33

6796

67.28

.87.52

67.52

67.41

67,29

66,81

67.68

66.49

66.50

67.59

65.92

66.14

67.47

6573

66.86

68.46

69.64

69.59

69.75

70.48

69.68

69.35

69.42

69.87

516,900

894,500

539,700

173,000

141,200

131,200

184,200

262,000

209,000

273,700

204,600

257,900

304,700

201 ,a00

242,700

217,700

389,900

az/a,500~~

170,400

236,300

429,100

424,700

445,300

309.800

303,700

683,500

First | Previous | Next | Last

66.80

66.92

65.79

5 7 8 3

67.03

6684

67.46

66.00

67.19

66.32

67.10

66.01

66.98

85.25

65.66

66.43

69.13

6908

57.96

66.37

59.87

69.24

6942

70.48

69.68

69.35

Page 2 of 2

Fundamental company data pro-vded by Capital IQ *usiencai Chan data and dally upGates crowded by Commodity Systems Inc (CSU 1 ntefnatlwa1 ntstrsnca' chart data clalIy 'JCd3!:.
summary fund performance. dividend data Ana: Nl£>r!*.eNqSI'ar 1f1l:38A data provldeci by Morningstar, Inc ft;l.

http://financeyahoo.com/q/hp'? s=IDA&a=00&b=18Lc=20l 6&d=02&e=31&f=20 l6&Q=d 4/wm 6
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O_pen High Low CIQ§€ VolumeDate
3/31/2016
3/30/2016
3/29/2016
3/28/2016
3/24/2016
3/23/2016
3/22/2016
3/21/2016
3/18/2016

29.52

29.37

28.54

28.66

28.19

28.21

28.33

28.67

28.60

29.73

29.61

29.33

28.82

28.54

28.48

28.57

28.67

28.73

29.25

29.23

28.39

28.19

28.18

28.09

28.15

28.17

28.30

29.62

29.33

29.31

28,45

28.53

28.16

28.24

28.32

28.66

221,600

123,400

162,300

68,000

76,400

88,500

68,200

88,600

242,400

Adi CIO§€
29.62
29.33
29.31
28.45
28.53
28.16
28.24
28.32
28.66

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

S 27.45
27.92

27.33

27.62

27.81

28.15

28.29

28.00

27.79

28.54

z7.95

27,94

28.05

28.33

28.34

28.14

27.93

27.87

27.40

27.16

"27.17

27.65

27.50

27.47

27.56

27.37

27.31

27.47

113,000 28.42

27.84

27.60

27.61

27.96

27.94

28.12

27.82

27.80

27.16

27.10

27.64

27.14

3/17/2016
3/16/2016
3/15/2016
3/14/2016
3/11/2016
3/10/2016
3/9/2016
3/8/2016
3/7/2016
3/4/2016
3/3/2016
3/272016
3/1/2016

2/29/2016
2/26/2016
2/25/2016
2/24/2016
2/23/2016
2/22/2016
2/19/2016
2/18/2016
2/17/2016
2/16/2016
2/12/2016
2/11/2016
2/10/2016
2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2015

1/29/2016
1/28/2016
1/27/2016
1/26/2016
1/25/2016
1/22/2016
1/21/2016
1/20/2016
1/19/2016
1/15/2015
1/14/2016
1/13/2016
1/12/2016
1/11/2016
1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

27.24

26.97

27.06

27.17

27.50

26.78

27.47

27.32

26.94

27.02

27.24

27.38

26.82

27.08

26.93

26.52

26.09

27.59

27.56

28.36

28.56

29.19

28.67

28.10

27.80

27.08

26.58

26.11

26.31
26.52

26.22

27.10

26.83

26.12

26.39

26.45

26.84

26.72

26.43

26.46

26.32

26.35

26.55

26.40

27.60

27.46

27.08

27,14

26.79

26.78

27.76

28.99

28.94

28.80

29.39

29.28

28.63

28.51

27.86

27.03

26.75

26.72

26.53

26.60

27.10

27.37

27.21

26.82

27.17

26.92

26.86

26.86

26.52

26.67

26.68

26.73

26.59

27.90

27.29

27.58

27.15

27.75

27.54

27.54

27.50

27.23

26.77

26.50

2656

26.68

26.78

26.73

27.09

26.92

26.79

26.95

26.92

26.66

26.72

26.63

26.25

26.09

26.55

27.03

28.25

28.00

28.44

28.48

27.86

27.76

26.81

26.42

26.11

26.31

26.02

26.12

25.86

26.10

26.12

25.80

26.43

26,30

26.30

26.43

26.17

26.32

26.25

26.16

26.11

28.42

27.84

27.60

27.61

27.96

27.94

28.12

27.82

27.80

27,16

27.10

27.04

27.14

27,36

26.88

27.38

27.31

27.04

27.00

26.98

27.34

26.84

26.83

26.62

26.43

26.65

27.89

28.87

28.39

28.49

29.13

28.60

28.29

27.84

26.90

26.34

26.43

26.10

26.54

26.13

26.90

27.00

26.13

26.98

26,39

26,79

26.80

26.23

26.42

26.67

26.68

26.43

88,000

61,600

79,200

104,000

120,500

112,000

117,500

157,900

197,700

130,700

149,900

105,000

200,400

98,300

50,400

66,000

88,700

70,200

88,700

91,700

131,500

84,300

105,100

163,600

146,200

178,600

115,700
140,100

104,100

135,800

89,700

113,400

178,100

190,500

125,500

75,100

89,300

160,400

183,000

155,200

143,200

156,700

99,600

99,600

177,800

93,600

79,800

71,400

81,100

49,600

122,800

27.36

26.88

27.38

27.31

27.04

27.00

26.98

27.34

26.84

26.83

26.62

26.43

26.65

27.58

28.55

28.07

28.17

28.80

28.28

27.97

27.53

26.60

26.04

26.13
25.81

26.24

25.84

26.60

26.70

25.84

26.68

26.09

26.49

26.50

25.94

26.12

26.37

26.38

26.13
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I I
Dow 0.45% Nasdaq 0.67%

Finance Hom e My Port fo l io My Quo tes  New s Mark e t  Da ta Yahoo Orig ina ls Business 8. Finance

Enter Symbol

Home

OTTR

M888

Lock. Lip

Search News Sports Finance Celebrity Weather

Know More

Tue Apr 5 2016 1 53PM EDT . U S Markels close un 2 hrs 7 mans Rspon in ludo

Ansvfers Fllckr

Search France

P e rs o n a l  F i n a n c e  C N B C  C o n t r i b u t o rs

Mobufe

DTTR 0.69

`Ki9r'€ahoo France an Firefox »

Search b

Page 1 of 2

Maxi

NasfJaqGS LlknOtter Tail Corporation (OTTR) Watchlist

0.68(2.33%) 1:49pM EDT . Nasdaq Real Time Price28.56

Historical Prices Get Historical Prices for:

Set Date Range

Start Date: J a n  v

End Date: {Mar v i ¥31

Eg.Jan 1,2010

H2016

© Daily
o Weekly
o Monthly
O Dividends Only

GetPrices

r
I P ric e s

First | Previous ] Next | Last
"1

i

f

Date

Mar 31, 2016

Mar to, 2016

Mar 29, 2016

Mar 28, 2016

Mar24, 2016

Mar23, 2016

Mar 22, 2016

Mar21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb26 2016

Feb 22, 2016

Feb 19, 2016

Feb 18, 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11_2016

Ope n

29.52

29.37

28.54

28.66

28.19

28.21

28.33

28.67

28.60

27.92

27.33

27.62

27.81

28.15

28.29

28.00

27.79

27.24

26.97

27.06

27_17

27.50

26.78

27.47

27.32

26.94

27.02

27.24

27.38

26.82

27.08

26.93

26.52

26.09

2 7 5 9

High

29.73

29.61

29.33

2B.82

28.54

28.48

28.57

28.67

28.73

28.54

27.95

27.94

2 8 0 5

2 8 3 3

2 8 3 4

25. 14

27.93

27.87

27.40

27.15

27.17

27,65

27.50

27.47

2 7 5 6

27.37

27.31

27.47

27.60

27.46

27.08

27. 14

26.79

26.78

27.76Feb 10. 2016

Low

29.25

29.23

28.39

2 8 1 9

28.1 B

28.09

28. 15

28.17

28.30

27.90

27.29

27.58

27.15

27.75

27,54

27.54

27.50

27.23

2 6 7 7

26.50

2 6 5 6

26.68

26.78

26.73

27.09

26.92

26.79

26.95

26.92

26.66

26.72

2 6 6 3

26.25

26.09

26.55

Close

29.62

29.33

29.31

2B.45

28.53

28.16

28.24

2 8 3 2

28.66

28.42

27.84

27.60

2 7 6 1

27.96

27.94

28. 12

27.82

27.80

27,16

27.1c

27.04

27.14

27.36

26.88

27.38

2 7 3 1

27.04

27.00

26.98

27.34

26.84

26.83

26.62

2 6 4 3

25.65

Volume

221 ,600

123,400

162,300

68,000

76,400

88,500

68,200

88,600

242,400

113,000

88,000

61,600

79,200

104,000

120,500

112,000

117,500

157,900

197,700

130,700

149,900

105,000

200,400

98,300

50,400

66,000

88,700

70,200

88,700

91 ,700

131 ,500

84,300

105,100

163,600

146,200

Adj Close'

2 9 6 2

29.33

29.31

2 8 4 5

28.53

28. 16

28.24

2 8 3 2

2B.66

28.42

27.84

27,60

27.61

27.96

27.94

2 8 1 2

2 7 8 2

27.80

27. 16

27.10

27.04

27. 14

27.36

26.88

27.38

27.31

27.04

27.00

26.98

2 7 3 4

26.84

26.83

26.62

26.43

26.65

http://Hnanceyahoo.com/q/hp?s=OTTR&a=0()&b=1 &c=-'2016&d=02&e=31 &f=20168<:l;=d
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Currency in USD.

in Download toSpreadsheet

Feedback

4. Best Roth IRA

3. Best Online Stock Brokers

Ad Topics That Might Interest You...

2. 5 Best IRA Accounts

1. High Yielding Mutual Fund

Feb 10, 2016

Feb 9, 2016

Feb e, 2016

Feb 5, 2016

Feb4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

--Jan1,_20_16

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

26 . 43

26. 46

_.26,32.-

26.40

26.35

2655

26.84

26.72

26.39

26.12

26.83

26.45

26.52

26.22

27.10

26.31

26.58

25.11

27.08

27.80

28.36

28.56

29.19

2867

28.10

27.56

8. Stocks to Buy Now

7. Best ETFs to Invest In

e. High-Paying Dividend Stocks

5. Tax-Free Bonds

* Close price adjusted for dividends and splits.

26.52

4&6;

26.59

2568

26.73

26.86

27.17

26.86

26.82

26.92

27.21

27.37

27.10

26.53

26.60

27.86

2703

26.75

26.72

28.51

29.28

28.63

2880

29.39

28.99

28.94

26.16

26.11

26.43

26.17

26.25

26.43

26.30

2630

2580

26.10

26.12

26.02

26.12

25.86

28.81

26.42

2611

26.31

27.76

28.00

28.44

2848

27.86

0313 Dividend

27.03 27.89

2825 28.87

ads

25.80

26.23

~2&42*-

26.43

26.67

26.68

26.39

2879

26.98

27.00

26.13

26.90

2654

2610

26.13

26.43

27.84

26.90

28.34

28.39

28.49

29.13

2B.60

2a29

170.600

115,700

140.100

104,100

135.800

89,700

113.400

178,100

190.500

125.500

75.100

69,300

160.400

183,000

155.200

143,200

156,700

99.600

99,600

177,600

93,600

79.800

41_48@--

a1 .100

49,600

122.800

First | Previous | next | Last

25.12

2638

26,37

26.13

25.94

26.50

26.49

26.68

26.09

25.B4

25.84

2660

26.70

26.04

26.13

25.81

26.24

28.28

27.97

27.53

2650

2a.07

28.17

2880

27.58

28.55

P a ge  2 of 2

=undam-antai comoarxy data Drovlded by Capita! IQ His°olicaI chart
summary fund oerformanca duvldenc data and Mar-mgslar index data pravuded by Momingslar Inc

data and (13l*9updlfesprawned Dy Commrzdny Systems Mr: (CSI: Intern 3rIop3' P stoical chart data dan undales fL.nd
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MARKET PRICES - PNM

Open High Low Close Yolume_
33.76
33.95
33.28
33.33
32.86
33.12
33.35
33.47

33.75

33.87

34.07

33.87

33.53

33.40

33.50

33.51

33.51

33.57

33.59

33.22

33.09

32.86

32.89

33.04

33.01

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

Date
3/31/2016
3/30/2016
3/29/2016
3/28/2016
3/24/2016
3/23/2016
3/22/2016
3/21/2016

3/18/2016 33.75 33.29

33.72
33.71
33.86
33.29
33.30
33.26
33.12
33.35

33.48

Adi Close
33.72
33.71
33.86
33.29
33.30
33.26
33.12
33.35

33.48 s 31.98
33.35

32 .89

33 .06

32.99

3 3 .1 1

32 .69

33 .16

32 .90

32.68

32 .09

33 .53

33 .36

3 3 .1 1

33.23

33.43

33 .47

33 .29

33 .06

32.78

3 2 .2 1

_3.2.10_.

3 1 .9 1
3 1 .1 5

33 .75

33 .48

33 .37

33 .24

3 3 .2 1

33 .30

33.47

3 3 .3 1

3 3 .0 1

32 .89

32 .07

32 .06

31 .92

3 1 ,8 2

32 .09

3 2 .3 1

32 .59

32.88

32.63

32 .47

32 .24

3 2 .3 1

31 .62

31 .90

31.86

31 .80

32 .18

32.15

32 .09

32 .12

31 .62

3 1 .9 1

31 .92

31.55

31.37

3 1 .0 1

30.20

2 9 .9 1

29 .80

3 0 .1 1

29.43

29.88

30.45

3 0 .3 1

30 .22

30.06

30.43

31.04

30.86

30.80

30.34

30.39

30.17

30.62

3 3 .8 1

33 .57

33.53

33.35

33.57

33.66

33.67

33 .54

33 .19

32.98

37 45,..

32 .10

32 .27

32.35

32 .94

33 .34

33 .05

32.85

32 .66

32.53

32 .44

31 .92

31 .98

32.18

3 2 .2 2

32.37

3 2 .5 1

32.49

32.45

32.03

3 2 .3 1

31.95

31 .99

3 1 .4 1

3 0 .9 1

30 .44

30.35

30 .20

30.15

30 .02

30 .64

3 0 .8 1

30.55

30.84

30.63

31.04

31.09

31.14

3 0 .8 1

30.75

30.60

30.62

31 .30

31.77

31 .72

31.69

32.84

32.63

32 .30

3 2 .1 1

32 .10

31.47

3 1 .4 1

3/17/2016
3/16/2016
3/15/2016
3/14/2016
3/11/2016
3/10/2016

3/9/2016
3/8/2016
3/7/2016
3/4/2016
3/312016
3/2/2016
3/1/2016

2/29/2016
2/26/2016
2/25/2016
2/24/2016
2/23/2016
2/22/2016
2/19/2016
2/18/2016
2/17/2016
2/16/2016
2/12/2016
2/11/2016
2/10/2016
2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2016

1/29/2016
1/28/2016
1/27/2016
1/26/2016
1/25/2016
1/22/2016
1/21/2016
1/20/2016
1/19/2016
1/15/2016
1/14/2016
1/13/2016
1/12/2016
1/11/2016

1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

31 .62

31 .42

31 .59

31 .30

3 1 .9 1

31.87

31.27

31 .34

3 1 .7 1

31 .49

31.24

30 .96

30.07

29 .82

29.79

29 .60

29.29

29 .22

29 .32

30.24

29.70

29.88

29 .92

30 .04

30.68

3 0 .7 1

3 0 .3 1

30.24

29.76

29.99

33.75

33.48

33.37

33 .24

3 3 .2 1

33.30

33.47

3 3 .3 1

3 3 .0 1

32.89

3 2 4 3

32.07

32.06

31 .92

31 .82

33.26

32.93

32 .68

32.63

32 .24

32.36

31.55

31 .86

3 1 .7 1

3 1 .9 1

32.16

3 z .3 0

32 .23

32 .14

31 .79

31.96

31 .79

31 .56

3 1 .4 1

30 .78

30 .14

30.05

29 .64

30 .12

29.35

30.09

30.55

30 .20

30 .66

30.05

30.43

30.93

30.79

30.75

30 .69

30.57

30.17

441 ,500

305 ,200

506 ,900

549 ,700

598 ,600

377,200

682 ,100

445 ,900

1,072,900

576 ,600

488 ,500

676 ,200

630 ,300

422 ,800

578 ,800

663 ,300

568 ,500

452 ,100

631 ,000

»130,900-
558 ,100

610 ,400

682 ,800

587 ,700

367 ,000

554 ,200

362 ,000

427 ,500

567 ,000

663 ,400

982 ,700

433 ,700

710 ,200

7 2 5 ,3 0 0

1,049,400

1,473,800

996 ,000

986 ,200

859 ,200

884 ,800

7 0 7 ,1 0 0

1,075,200

801 ,000

449 ,500

4 2 5 ,1 0 0

377 ,400

4 4 0 ,5 0 0

580 ,100

872 ,800

973 ,300

8 1 9 ,8 0 0

7 5 0 ,0 0 0

866 ,500

847 ,100

840 ,800

619 ,300

926 ,300

803 ,800

520,200

577 ,700

965 ,500

33 .26

32 ,93

32 ,68

32 .63

32 .24

32 .36

31 .55

31 .86

3 1 .7 1

3 1 .9 1

32 .16

32 .30

32 .23

32 .14

31 .79

31 .96

31 .79

31 .56

3 1 .4 1

30 .78

30 .14

30 .05

29 .64

3 0 .1 2

29 .35

29 .87

30 .33

29 .98

30 .44

29 .83

3 0 .2 1

30 .70

30 .56

30 .53

30 .47

30 .35

29.95
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NYSE Like 7PNM Resources, Inc. (PNM) Watchlist

0.69(2.04°/1) 1:59pM EDT- NYSE Real Time Price32.88

Historical Prices Get Historical Prices for:

Set Dale Range

Star! Date: [J a n  v I

End Date:[ Mar  v i

Eg.Jan1,2010
® Daily
o Weekly
O Monthly

O Dividends Only

~l -G§t*pri6és

Farsi I Previous | Next | Last
1

4

E

E

Prices
'"-"3

I
i

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

EViasr 9, 2816

Mar8, 2016

Low

3357

33.59

33.22

33.09

32.86

32.89

33.04

33.01

33.29

33.35

32.89

33.06

32.99

33.11

3269

33.16

32.90

32.68

32.09

Mar 7, 2016

Mar 4, 2016

Mar , '7II\11 QS 'reQl.I\J

Mar 2, 2016

Mar 1_ 2016

Feb 29. 2016

Feb26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 18. 2016

Feb 17, 2016

Feb is, 2016

Feb 12, 2016

Open

3376

33.95

33.28

33.33

32.88

33.12

33.35

33.47

33.75

33.53

33.36

33.11

33.23

33.43

33.47

33.29

33.06

32.78

32.21

32. 1 o

31 .91

32.09

32.31

32.59

32.88

32.63

32.47

32.24

32.31

31.62

31.90

31 .86

31.BO

32. 1 B

32. 15

High

33.87

34.07

3387

33.53

3340

33.50

33.51

33.51

3315

33.81

33.67

33.53

33.35

33.57

33.66

33.67

33.54

33. 1 g

32.98

32.45

32. 10

32.27

32.35

32.94

33.34

33.05

3285

32.66

32.53

3244

31 .92

31 .98

32. 18

32.22

32.37

31.30

31.77

31.72

31.69

32.84

32.63

32.30

32.11

32.10

31.47

31.41

31.62

31.42

31 .59

31 .30

Feb 11, 2016

Feb 10, 2016

Close

33.72

33.71

33.86

33.29

33.30

33.26

33.12

33.35

33.48

33.75

33.48

33.37

33.24

33.21

33.30

33.47

33.31

33.01

32.89

32.43

32.07

32.06

31.92

31 .82

33.26

32.93

32.68

32.63

32.24

32.36

31 .55

31.86

31 .71

31 .91

32. 16

Volume

441 ,sao

305,200

506,900

549,700

698,600

377,200

682,100

445,900

1,072,900

576,600

488,500

676,200

630,300

422,800

578,800

663,300

568,500

452, 1 OO

631 ,too

730,900

558, 100

810,400

682,800

587,700

367,000

554,200

362,000

427,500

567,000

663,400

982,700

433,700

710,200

725,300

1,049,400

Adj C!ose°

33.72

33.71

3386

33.29

33.30

33.26

33. 12

33.35

33.48

33.75

33.48

33.37

33.24

33.21

33.30

33.47

33.31

33.01

32.89

32.43

32.07

32.06

31.92

31 .82

33.26

32.93

32.68

32.63

32.24

32.36

31 .55

31 .86

31 .71

31 .91

32 16

http://fmemce.yahoo.com/q/hp'?s=PNM8<:a==00&b=1 &c=20l6&d=02&e=31&f=2016&,q=d
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Feedback

Ad Topics That Might interest You...

3. 5 Best IRA Accounts

1. Tax Free Municipal Bonds

2. High Yielding Mutua\ Fund

4. Best Stock Brokers

Feb9, 2016

Feb 8, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2015

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016
,-_Jau7. 7416

Jan6, 2016

Jan 5, 2016

Jan 4, 2016

30.45

3031

3022

30.06

30.43

31.04

ao.ae

30.80

..-30.34

30.39

30.17

30.62

sz.o9

3212

31.52

31.91

3192

31.55

31.37

31.01

30.29

29.91

2980

30.11

29.43

29.88

31.91 32.30

3187 32.23

31.27 32.14

31 .34 31.79

3171 31.96

31.40 31.79

31.24 31.56

30.96 31.41

30.07 30,78

29.82 30.14

29.79 30.05

29.60 29.64

29.29 30.12

29.22 29.35

0.22 Dividend

3064 2932 30.09

30.81 30.24 30.55

30.55 29.70 30.20

30.84 2988 30.66

30.63 29.92 30.05

31 .04 30.04 30.43

31 .09 30.68 30.93

31.14 30.71 30.79

- - -.43084 ~~3&75'

30.75 30.24 3069

30.60 29.76 30.57

3062 29.99 30. 17

' Close price adjusted for dividends and splits.

s. Best Retirement!Investment

7. Retirement Annuity Plans

5. Best Roth IRA

8. Cheap Stocks to Buy Now

32.51

32.49

32.45

32.03

32.31

31 .95

31 .99

31 .41

30.91

30.44

30.35

30.20

30.15

30.02

acts

1,473,800

996.000

sss.20o

859,200

884,800

707,100

1,076,200

001,000

449,500

425,100

377,400

440,500

Yao, 100

a72,aoo

973,300

819,800

750.000

866,500

847,100

840.800

e19,300

926,300
~~s03;800

520,200

577,700

965.500

First | Previous | Next | Last

29.87

30.33

29.98

30.44

29.83

30.21

3070

30.56
353_.,__

30.47

30.35

29.95

32.30

32.23

32.14

31.79

3196

31.79

31 .56

31.41

30.78

30.14

30.05

29.54

30.12

29.35

Page 2 of 2

I'll

Fundamental company Plata provided by Capital IO Hnstcrnaal chart data and diff updates provldad by Commodity Systems Inc (CSI) lnternahrsnai hrsloncal chart data dam; updaias h
summary fund parfarmance dwidénd dataandMarmngatar Index data provldad by Marmngsiar, Inc

http://financeyahoo.com/qA1p?s=PNM&a=008Lb==1&c=2016&d=02&e=31&1==')m6Rm=A A/</'>m A



lylARK§T pR_lcEs -_pn_w

Date O p e n High Low Close Volume
74.68
74.57
73.60
73.56
73.04
72.54
72.93
72.44
73.53

75.15
74.84
74.69
74.08
73.70
73.53
73.34
73.08

73.53

74.49
74.07
73.43
73.16
72.72
72.24
72.47
71.75

72.59

75.07

74.69

74.64

73.43

73.49

73.29

72.63

72.86

72.70

Adi Close
75.07
74.69
74.64
73.43
73,49
73.29
72.63
72.86

72.70

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

S 68.37
72.55

71.55

71.33

71.00

71.61

70.74

69.94

69.36

68.89

68.08

-685j3

72.26

70.85

71.33

70.45

70.90

69.91

69.80

68.96

68.77

67.80

07.55

73.39
72.51
71.82
71.50
71.18
71.37
70.74
70.12
69.18
69.00

48,48
68.49
67.92
68.83
68.54
71.21
70.15
69.89
69.55
68.25
67.47
66.83
67.25
67.22
67.58
68.75
68.48
68.49
68.52
68.83
59.71
68.28
67.27
66.31
64.67
63.41

3/31/2016
3/30/2016
3/29/2016
3/28/2016
3/24/2016
3/23/2016
3/22/2016
3/21/2016

3/18/2016

3/17/2016
3/16/2016
3/15/2016
3/14/2016
3/11/2016
3/10/2016
3/9/2016
3/8/2016
3/7/2016
3/4/2016

31312016
3/2/2016
3/1/2016
2/29/2016
2/26/2016
2/25/2016

2/24/2016

2/23/2016
2/22/2016

2/19/2016

2/18/2016
2/17/2016

2/16/2016

2/12/2016

2/11/2016
2/10/2016

2/9/2016
2/8/2016
2/5/2016
2/4/2016
2/3/2016
2/2/2016
2/1/2016
1/29/2016
1/28/2016

1/27/2016
1/26/2016
1/25/2016
1/22/2016
1/21/2016
1/20/2016

1/19/2016
1/15/2016
1/14/2016
1/13/2016
1/12/2016
1/11/2016
1/8/2016
1/7/2016
1/6/2016
1/5/2016
1/4/2016

67.72

69.20

68.41

70.71

70.55

69.90

69.17

68.93

67.54

66.94

67.18

67.35

67.44

68.43

68.35

68.42

68.98

68.55

69.65

68.69

66.97

66.24

65.10

64.45

63.99

63.39

64.13

63.46

63.90

64.77

64.57

64.81

63.84

63.80

63.10

64.19

64.51

63.88

63.92

63.96

64.31

73.50

72.62

71.99

71.77

71.92

71.81

70.95

70.28

69.60

69.33

..6.8_59

68.50

69.44

69.26

70.79

71.40

70.54

70.07

69.85

68.65

68.02

67.18

67.44

67.91

68.99

69.25

69.00

69.72

69.19

69.83

70.00

68.46

67.59

66.49

65.11

64.63

64.78

64.31

64.23

64.17

64.98

65.14

64.82

65.28

64.75

64.56

65.15

65.02

64.62

64.68

64.54

64.49

66.35

67.83

67.90

68.49

70.12

69.32

68.52

68.32

66.62

66.56

66.22

66.67

66.42

67.54

67.51

67.91

67.64

67.81

68.61

68.69

66.66

66.02

65.06

62.82

63.52

62.51

63.50

62.98

62.72

62.52

63.94

63.13

63.64

63.56

62.85

64.19

63.93

63.70

63.76

62.94

63.45

73.39
72.51
71.82
71.50
71.18
71,37
70.74
70.12
69.18
69.00
.5848--
68.49
67.92
68.83
68.54
71.21
70.15
69.89
69.55
68.25
67.47
66.83
67.25
67.22
67.58
68.75
68.48
68.49
68.52
68.83
69.71
68.28
67.27
66.31
64.67
64.03
64.00
63.75
64.10
63.26
63.62
64.88
64.01
64.81
63.87
63.70
64.78
64.02
64.47
64.49
64.40
64.08

857,600
541,800
628,600
375,100
553,400
526,000
779,200
541,500

1,649,700

784,600
487,700
505,800
848,900
828,900

1,779,400
987,500

1,022,600
769,700

1,049,000
_ilZ6,100
1,098,100
1,560,800
1,325,100
1,386,700
692,000
880,000
675,900

1,175,500
1,943,200
1,542,600
975,700
853,600
908,900
821,400
935,000

1,750,000
1,629,400
1,847,900
1,307,800
1,669,300
1,187,100
1,346,900
1,102,200
789,900
655,400
677,500
687,600

1,351,500
821,700
766,700
744,200
784,000
849,900

1,082,000
1,492,900
898,700
979,900
839,000
644,500
695,100

1,045,300

63.38

63.13

63.47

62.64

63.00

64.25

63.39

64.18

63.25

63.08

64.15

63.40

63.84

63.86

63.77

63.45
o
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Enter Symbol Look Up Tue Apr 5 21316, 2 46PM EDT . U S Markets cease If! I hr 84 mans Report an Issue
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S¢98IHrade

T RADE NOW

l
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i & 50 Free Trades

Qualify for '300
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Pinnacle West Capital Corporation (PNW) .  NYSE * Watchlist

0 . 9 6 ( 1 . 2 7 % ) 2;46pM EDT- NYSE Real Time Price74.41

Historical Prices
Get Historical Prices for:

Set Date Range

Start Date:

End Date:

Eg. Jan 1, 2010

© Daily
o Weekly
O Monthly
O Dividends Only

. "[-set Prices

i
Prices

Furs! | Previous | Next] Last
" - " 1

?
I,

N E W
one coat
MULTI-BENEFIT
M A S C A R A

t
.A

A L.rg1.Ay

Date

Mar 31, 2016

Mar so, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Mar7, 2016

Mar 4, 2016

Mar 3, 2016

Mar2, 2016

Mar 1, 2915

Feb 29, 2016

Feb 26, 2015

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 18, 2016

~=-~.

Feb 17, 2016

Open

74.68

74.57

73.60

73.56

73.04

72.54

72.93

72.44

73.53

72.55

71.55

71 .so

71.00

71 .61

70.74

69.94

69.36

6889

68.08

68.59

67.72

69.20

6841

70.71

7055

69.90

69. 17

68.93

67.54

66.94

67. 1 a

67.35

67.44

68.43

68.35

Feb 15, 2016

Feb 12, 2016

Feb 11, 2016

Feb 10. 2015

High

75.15

74.84

74.69

74.08

73.70

7353

73.34

73.08

73.53

73.50

72.62

71 .99

71.77

71.92

71 .81

70.95

70.28

69.60

69.33

68.59

68.50

69.44

69.26

7079

71.40

7054

7007

69.85

sees

68.02

67.1 B

67.44

67.91

68.99

69.25

Low

74.49

74.07

73.43

73 1 B

72.72

72.24

72.47

71.75

72.59

72.26

70.85

71.33

70.45

70.90

69.91

69.80

ease

68.77

67.80

6755

65.35

67.83

67.90

68.49

70.12

6932

68. 52

6832

6862

66.56

66.22

66.67

66.42

67.54

67.51

Close

75.07

74.69

74.64

73.43

73.49

7329

72.63

72.86

72.70

73.39

72.51

71.82

7150

71.18

71.37

70.74

70.12

69.1 a

69.00

68.48

6849

67.92

68.83

68.54

7121

70.15

69.89

69.55

88.25

67.47

66.83

67.25

6722

67.58

68.75

Vo lume

857,600

541,800

628,600

375, 100

553,400

526.000

779,200

541 ,500

1,649,700

784,600

487,700

505,800

848,900

828,900

1,779,400

987,500

1,022,600

769,700

1,049,000

976, 1 O0

1 .o98, 1 O0

1,560,800

1,325,100

1,386,700

692,000

880,000

675,900

1,175,500

1,943,200

1,542,600

975,700

853,600

908,900

821,400

935,000

Adj Close'

75.07

74.69

74.64

73.43

73.49

73.29

72.63

72.86

72.70

73.39

72.51

71.82

71.50

71 . 18

71 .37

70.74

70.12

69. 18

69.00

68.48

68.49

67.92

68.83

68.54

71 .21

70. 15

69.89

69.55

68.25

67.47

66.83

67.25

67.22

67.58

68.75

http://finance.yahoo.com/q/hp?s=PNW&a=00&b=1 &c=20l 6&d=0'2&e='%1 &F=')M As* o=r1
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Currency in USD.

in Download to Spreadsheet

Feedback

4. Best Roth IRA

3. Best Stock Brokers

Ad Topics  That  Might  In teres t You...

2. 5 Best IRA Accounts

1. High Yielding Mutual Fund

Feb 9, 2016

Feb B, 2016

Feb 5, 2016

Feb4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan a, 2016

Jan1 2C11éL

Jan 6, 2016

Jan 5, 2016

Jan 4, 2016

64.51

5& 88

63.96

64.31

63.92

63.10

84.19

63.80

64.57

64.81

53.84

84.77

6390

64.13

63.46

53.39

63.99

64.45

65.10

69.65

68.69

6697

6624

68.55

6542

68.98

8. The Best Penny Stocks

7. Refinance Mortgage Rates

s. New Penny Stock Picks

5. Fixed Income Funds

* Close price adjusted for dividends and splits.

64.68

64.54

64.49

65.02

54.62»

65.15

64.56

64.82

65.28

64.75

65.14

64.98

64.23

54.17

64.31

64.78

64.63

66.49

65.11

89.83

70.00

68.46

8759

69.00

69.72

69.19

64.78

63.93 64.02

-e3:m - . -- - . -  64v47-

63.45

62.94

63.76

63.56

62.85

64.19

63.13

63.64

63.94

62.52

62.72

62.98

6350

62.51

52.82

6352

65.06

66.02

68.69

66.66

67.81

68.61

67.91

67.64

0625 Dividend

anis

64.40

64.05

64.49

63.87

63.70

6401

64.81

63.62

64.88

63.26

64.10

63.75

54.00

6403

6631

64.57

6853

69.71

68.28

67.27

68.48

68.49

8852

s5s,4oo

677,500

ea7,eo0

1,351,500

821 ,700

7ee,7oo

744,200

7a4,ooo

849,900

1,082,000

1,492,900

898,700

979,900

8 3 9 , 0 0 0 " '

644,500

1,045,300

1,7so,ooo

1.629,400

1,847,909

1,307.500

1,ss9,aoo

1,187,100

1_a45,soo

1,102,200

789,900

G95,100

Firs: | Previous | Next | Last

.*53j8~4.

63.77

63.45

63.86

64.15

6340

63.08

6325

64.25

6339

64.18

63.00

62.64

6347

63.38

8313

63.41

68.83

69.71

68.28

67.27

6631

64.67

68.48

68.49

68.52

Page 2 of 2

Fundamental company data nrcawaed by Capital IQ Hstoracal crwarr data Ana aafly u
summary Fund oerfumwance cilvndend aila and Morningstar Index data provided by Morningstar, Inc

upditlii prowledby Commodity Systems Inc: (CSI) 1ntemat1ona* hnstoncal a*\art data daily updates fL.nu
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Date Open High Low Close Volume
39.40
39.69
39.22
39.27
39.35
38.99
38.05
39.42

39.90

39.63
39.69
39.64
39.57
39.61
39.63
39.23
39.55

39.90

39.22
39.25
39.04
38.84
39.05
38.69
38.05
38,92

39.26

39.49
39.35
39.58
39.04
39.32
39.50
38.99
39.46

39.55

AdiClose
39.49
39.35
39.58
39.04
39.32
39.50
38.99
39.16

39.25

AVERAGE STOCK PRICE FOR

THREE M ONT H PERIOD

$ 38.29
39.24
38.85
38.70
39.23
39.18
38.92
38.67
37.94

39.03
38.39
38.55
38.76
38.89
38.30
38.56
37.71
37.51
37.34

~-37~.20
37.04
37.54
37.76
37.94
38.87
38.51
38.02
38.04
37.61
37.40
37.51
37.61
37.83
38.98
39.05
39.88
39.26
39.31
39.79
39.79
39.15
38.28
38.25
37.01

39.78
39.24
38.90
38.82
39.24
38.99
38.87
38.76
37.91
37.82

- 3 & l 8
37.51

39.48
38.94
38.60
38.52
38.94
38.69
38.57
38.47
37.62
37.53
37v89~
37.22
37.41

3/31/2016

3/30/2016

3/29/2016

3/28/2016

3/24/2016

3/23/2016

3/22/2016

3/21/2016

3/18/2016

3/17/2016

3/16/2016

3/15/2016

3/14/2016

3/11/2016

3/10/2016

3/9/2016

3/8/2016

3/7/2016

3/4/2016

3/3/2016

3/2/2016

3/1/2016

2/29/2016

2/26/2016

2/25/2016

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016

1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

37.69
37.95
3253
37.60
38.22
37.90
39.08
38.95
38.54
38.21
38.12
37.94
37.62
37.85
37.83
39.28
39.41
39.95
39.97
40.18
39.70
40.11
40.15
39.24
38.54
38.40
37.45
37.25
37.14
37.60
36.59
36.84
37.40
36.92
36.45
36.76
36.20
36.69
36.04
36.03
35.60
35.70
35.86
35.52

39.87
39.31
39.20
39.48
39.39
39.08
39.08
38.86
37.91
37.95
.38,19-__.
37.62
38.41
38.47
39.18
39.38
39.00
38.64
38.89
38.09
38.10
38.13
38.27
39.28
39.62
40.11
40.30
40.41
40.42
40.44
40.48
40.15
39.76
39.02
38.35
37.79
37.76
37.71
37.66
37.00
37.74
37.85
36.91
37.57
36.95
36.69
36.39
36.33
35.98
36.04
36.09
36.19

'37 11JJ.J.J..

37.14
36.90
36.59
36.21
36.23
36.77
36.03
36.29
36.18
35.44
35.93
35.86
35.50
35.64
35.27
35.49

37.70
38.05
37.95
39.35
38.92
38.56
38.45
37.88
37.99
37.57
37.84
38.22
39.02
39.55
39.92
39.95
40.23
39.90
40.29
39.97
39.43
38.87
38.11
37.59
37.42
37.01
37.66
36.58
36.83
37.69
36.74
37.39
36.55
36.20
36.31
35.94
35.91
36.03
35.99
35.80

1,120,500
511,800

1,055,300
743,200
800,200
530,900
569,200
510,600

771,100

740,100
536,200
459,100
379,000
522,100
674,400
775,200
785,500
980,800

1,261,100
~858;600~
1,185,800

470,900
596,200
580,500
453,300
473,000
685,200
969,500

1,019,100
2,181,500
1,442,500
1,346,400
1,294,400
1,245,500
1,814,900
1,136,400
1,140,900

765,900
685,200

1,040,700
925,100

1,107,900
728,600
689,500
792,200
760,800
830,000

1,154,400
1,618,900
1,207,400
1,181,000
1,205,400
1,238,800
1,355,800

799,700
649,300
962,900

1,138,600
923,800
564,500

1,175,000

37.76
37.66
39,05
38.62
38.27
38.16
37.59
37.70
37.28
37.55
37.93
38.72
39.25
39.62
39.65
39.92
39.60
39.98
39.67
39.13
38.57
37.82
37.30
37.14
36.73
37.37
36.30
36.55
37.40
36.46
37.11
36.27
35.92
36,03
35.67
35.64
35.76
35.72
35.53
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Portland General Electric Company (POR) * Watchlist

0.59(1 .48%) 2246PM EDT _ NYSE Real Time Price39.41

Historical Prices
Get Historical Prlces for:

Set Date Range r>

scan Date: [Jan v l l l s

EndDate:[Mar V; 31

Et. Jan 1, 2010
@ Daily

O Weekly

o Monlhiy

O Dividends Only

Get Prices

PRESS
RELEASE

DISTRIBUTION

i Prices

YOURWST
RELEASE

WITH US IS
ALWAYS

50% OFF!

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar 28, 2016

Mar 24, 2016

Mar 23, 2016

Mar 22, 2016

Mar22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10 2G16

Open

39.40

3969

39.22

39.27

39.35

38.99

38.05

High

3963

39.89

39.64

39.57

39.61

39.63

39.23

Volume

1,120,500

511 ,800

1,055,300

743,200

800,200

530,900

569,200

Firstl Previous |Next]Last
-\1

E
Adj Close'

39.49

39.35

39.58

39.04

39.32

39.50

38.99

Mar 9, 2016

Mar 8, 2016

Mar 7, 2016

Mar 4, 2G16

Mar 3, 2016

Mar 2, 2016

Mar 1, 2016

Feb 29, 2016

Feb26, 2016

Feb 25, 2016

Feb 24, 2016

Feb 23, 2016

Feb22, 2016

Feb 19, 2016

Feb 18_ 2016

Feb 17, 2016

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

3942

39.90

39.24

38.85

38.70

3923

39. 18

35.92

3867

37.94

37.69

3795

37.63

37.69

38.22

37.90

39.08

38.95

38.54

38.21

38. 12

37.94

3762

37.85

37,83

39.28

39.41

39.55

39.90

39.87

39.31

39.20

39.48

39.39

39.08

39.08

38.86

37.91

37.95

38. t g

37.62

38.41

38.47

39.1 B

39.38

39.00

38.64

38.89

38.09

38. 10

38. 13

38.27

39.28

39.62

Low Close

39.22 39.49

39.25 39.35

39.04 39.58

38.84 39.04

39.05 39.32

38.69 39.50

38.05 38.99

0.30 Dividend

38.92 39.46

39.26 39.55

39.03 3978

38.39 39.24

38.55 38.90

38.76 38.82

3889 39.24

38.30 38.99

38.56 38.87

37.71 3876

37.51 37.91

87.34 37.82

37.20 38.18

37.04 37.51

37.54 37.70

37.76 38.05

37.94 37.95

38.87 39.35

38.51 3B.92

38.02 38.56

38.04 38.45

37.61 37.88

37.40 37.99

37.51 37.57

37.61 3784

37.83 38.22

38.98 39.02

510,600

771 | 100

740,100

536,200

459,100

379,000

522, 100

674,400

775,200

785,500

980,800

1 ,261 ,100

858,600

1,155,800

470,900

596,200

580,500

453,300

473,000

685,200

969,500

1.019,100

2,1a1 ,500

1,442,500

1,346,400

1,294,400

1,245,500

39. 16

39.25

39.48

38.94

38.60

38.52

38.94

3869

38.57

38.47

37.62

37.53

3789

37.22

37.41

37.76

37.66

3905

38.62

35.27

38. 16

37.59

37.70

37.28

37.55

37.93

38.72

http://fl1nance.yahoo.com/q/hp?s=POR&a=00&b=1 &c=20]6&d=02&e=3 I &F='2M 6Rf.u=f1
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39.55

39.92

39.95

40.23

39.90

40.29

39.97

39.43

38.87

38.11

37,59

3742

37.01

37.56

36.58

36.83

37.69

36.74

37.39

36.55

36.20

36.31

35.94
--35 I9 t -

1,814,900

1,136,400

1,140,900

765,900

685.200

1,040,700

925,100

1,107,900

728,600

689,500

792,200

760.800

830.000

1,154,400

1,618,900

1,207,400

1,181,000

1,205,400

1,238,800

1,355,800

799,700

649,300

962,900

Feb 10, 2016

Feb9, 2016

Feb 8, 2016

Feb 5, 2016

Feb 4, 2016

Feb 3, 2016

Feb 2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan 26, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 201G

Jan to, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14, 2016

Jan 13, 2016

Jan 12, 2016

Jan 11, 2016

Jan 8, 2016

_J8l:;12Q,1@

Jan 6, 2016
1T|38I60U"

Jan 5, 2016

Jan 4, 2016

3995

39.97

40.18

39.70

40. 11

40.15

39.24

38.54

38.40

37.45

3725

37.14

37.60

3659

36.84

37.40

36.92

3645

36.76

3620

36.89

3604

36.03

35.50

3570

3586

35.52

40. 11 39.05

40.30 s9.aa

40.41 39.26

40.42 39.31

4o.44 39.79

40.48 39.79

40.15 39.15

39.76 38.28

39.02 38.25

38.35 37.01

37.79 37.11

37.76 37.14

37.71 36.90

3766 36.59

a7.oo 36.21

37.74 36.23

37.85 36.77

36.91 36.03

37.57 36.29

36.95 36. 18

36.69 35.44

36.39 35.93

36.33 35.86

3a698, e55e-~ »
36.04 35.64 36.03

36.09 35.27 35.99

36.19 35.49 35.80

• Close price adjusted for dividends and splits.

923,800

564,500

1,175,000

39.25

39.62

39_65

39.92

39.60

39.98

39.67

39.13

38.57

37.82

37.30

37.14

36.73

37.37

36.30

36.55

37.40

36.46

37. 11

36.27

35.92

36.03

35.67
1564

35.76

3572

35.53
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:LR Download to Spreadsheet
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Ad Topics That Might Interest You...

1. Best Roth IRA 5. Fixed Income Funds
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Feedback

Copyright &copy. 2009 Yahoos Ail rights reserved

Justas Ar read-time For NASDAQ Nr SE Ana nosE MET See also delay hones for other exchanges All »re*orr:tat:on pru.fidea 'as is' tor unfornmauonal purposes only not mended for trading
our-csas Cr aciwce hasher Yahoo' nor any of In-dependent powders as tabla for an, ,formahonai awls., fncompl muteness, or delays or for anyactions taken an reliance on information contained
*uerain B; accessing the Yahoo' sale youagree not to redistribute the information found therein

r Commodity Systems Inc (CSN lntamahonal h-sloncal chart data dally uodalas fund=- -»141amar.\al company dau pruvuied by Capital IQ I-nsiuncal :Han data and dally undaaas nmvndsd
summary rum neunumance 6-lidwd Dal: Ana Mamngstar Index data puuvlded by Mumingslar, Inc

http://finance.yahoo.com/q/hp?s=POR&a=00&b=1 &c=2016&d=02&e='%1 &+̀ =')M 6,%0=A A/</'uma



MARK§T pRlcgs - we

Omen High Low Cl0§_e_ Volume
49,94
50.14
48.49
48.36
47.88
47.72
47.70
48.06

47.97

50.38
50.14
49.94
48.49
48.37
48.00
48.38
48.25

AVERAGE STOCK PRICE FOR

THREE MONTH PERIOD

48.53

49.51
49.30
48.23
47.70
47.52
47.19
47.31
47.23

47.55

49.61
49.80
49.91
48.25
48.30
47.82
47.84
47.77

48.33 s 44.61

Data
3/31/2015
3/30/2016
3/29/2016
3/28/2016
3/24/2016
3/23/2016
3/22/2016
3/21/2016

3/18/2016

3/17/2016
3/16/2016
3/15/2016
3/14/2016
3/11/2016

3/10/2016

3/9/2016
3/8/2016
3/7/2016
3/4/2016
4/312015,
3/2/2016
3/1/2016
2/29/2016

2/26/2016

2/25/2016

47.97
47.01
46.81
46.20
46.90
44.01
43.58
43.67
42.92
42.85
42.7
42.50
43.74
43.06
44.32
46.05
46.12
45.81
45.77
45.69
45.15
45.27
45.00
45.34
45.30
44.92
44.68
45.12
45.07
45.78
45.25
44.17
43.42
42.53
41.54
41.23
41.15
41.45
40.56
40.73
41.44
41.38
41.45
41.59
41.73
42.39
42.17
42.44
42.25
42.35
42.37
42.11

a

48.36
47.97
47.63
46.96
48.28
48.44
44.16
43.90
43.64
43.39
43.21.
42.70
43.80
43.85
44.44
46.66
46.67
46.41
46.15
45.83
45.87
45.28
45.37
45.43
45.53
45.60
45.20
45.69
45.97
46.14
46.60
45.36
44.61
43.59
42.36
41.88
41.82
41.65
41.66
41.00
41.76
41.93
41.84
42.25
42.07
42.45
42.60
42.65
42.76
42.80
42.76
42.40

2/24/2016

2/23/2016

2/22/2016

2/19/2016

2/18/2016

2/17/2016

2/16/2016

2/12/2016

2/11/2016

2/10/2016

2/9/2016

2/8/2016

2/5/2016

2/4/2016

2/3/2016

2/2/2016

2/1/2016

1/29/2016

1/28/2016

1/27/2016
1/26/2016

1/25/2016

1/22/2016

1/21/2016

1/20/2016

1/19/2016

1/15/2016

1/14/2016

1/13/2016

1/12/2016

1/11/2016

1/8/2016

1/7/2016

1/6/2016

1/5/2016

1/4/2016

47.72
46.95
46.65
46.14
46.38
43.39
43.58
43.28
42.67
42.66
.421»33~

41.89
42.53
42.96
43.00
44.19
45.94
45.77
45.48
45.25
44.95
44.69
44.53
44.16
45.02
44.49
44.47
44.23
44.50
45.04
45.25
44.12
43.33
42.50
41.33
41.11
41.07
40.92
40.35
40.22
40.01
41.24
40.55
41.16
41.47
41.33
42.05
41.96
42.05
42.06
41.81
41.98

48.14
47.82
47.36
46.85
46.43
46.90
44.08
43.69
43.53
43.29

43.15.. »
42.70
42.71
43.46
43.13
44.88
46.35
46.05
46.07
45.56
45,72
45.15
45.27
44.76
45.22
45.47
44.99
44.78
45.26
45.14
45.96
44.99
44.28
43.56
42.23
41.48
41.37
41.02
41.66
40.38
40.71
41.71
41.20
41.94
41.58
41.55
42.25
42.09
42.24
42.74
42.64
42.37

1,082,000
989,300

1,996,400
978,100
872,100
746,800
675,900
679,700

1,484,400

857,200
1,203,500
862,200

1,425,300
3,025,200
6,977,900
710,800
741,600
991,700

1,594,300
,w33a00~ , ,
1,911,200
1,317,900
1,815,100
2,895,400
3,209,000
1,307,900
743,100
796,900
528,800
772,100
564,300
540,700

1,055,900
1,725,100
1,303,600
756,000

1,358,700
1,940,800
1,767,700
2,502,700
1,588,000
1,530,300
1,143,300
508,100
612,100
535,800
680,200

1,226,800
1,086,700
846,700

1,251,400
1,434,700
940,300

1,343,300
1,851,900
884,200
897,000

1,382,800
936,300
561,200
756,700

Adi Close
49.61
49.80
49.91
48.25
48.30
47.82
47.84
47.77

48.33

48.14
47.82
47.36
46.85
46.43
46.90
44.08
43.69
43.53
42.91
_4237'
42.33
42.34
43.08
42.75
44.49
45.94
45.65
45.67
45.16
45.32
44.75
44.87
44.37
44.82
45.07
44.60
44.39
44.86
44.74
45.56
44.60
43.89
43.18
41.86
41.12
41.01
40.65
41.29
40.03
40.35
41.34
40.84
41.57
41.22
41.19
41.88
41.72
41.87
42.36
42.27
42.00
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WR Historica l Prices  | Weste r Energy, Inc. Common Stoc S tock - Yahoo! Finance

Historical Prices

Set Date Range

Westar  Energy,  Inc .  (WR)

0.77(1 .54%) 2;07pM EDT . Nasdaq Real Time Price

Dow

49.37

Fi nanc e  Hom e My Port fo l i o My Quo tes  New s Market  Data Yahoo Orig inals Bus iness  & Finance

Enter Symbol

Home

sears Date:Nan v.I

End Date:IMai vi

01

Mali

Look Up

Search

NYSE

News

EQ Jan 1, 2010

Sports

WR

FiIl8UCE

© Daily
O Weekly
o Monthly
O Dividends Only

Celebrity

TRADE NOW

954944

Weather

Tue Apr5 2015 207PM EDT - U S Markets close In 1 hr53 mine Ripen an Iusun

Answers

I
l

!

Get Historical Prices for:

Fhckr

Search Finance

Personal Finance CNBC Contributors

Mobile

Qmom

STOCK

MARKET

CRASH 2016

Kiywéahoo Finance on Firefox »

Se3@hvl§3b

[>

P a ge  1 of 2

Mall

First | Previous | Nextl Last
;
x
I
i
1

Prices
!
3

r thesovereigninve

Stock Market's

"Day of

Reckoning" is

Fast-

Approaching.

Shocking

Date

Mar 31, 2016

Mar 30, 2016

Mar 29, 2016

Mar28, 2016

Mar24, 2016

Mar23, 2016

Mar 22, 2016

Mar 21, 2016

Mar 18, 2016

Mar 17, 2016

Mar 16, 2016

Mar 15, 2016

Mar 14, 2016

Mar 11, 2016

Mar 10, 2016

Mar 9, 2016

Mar 8, 2016

Mar 7, 2016

Mar 7, 2016

Mar 4, 2016

Mar 3, 2016

Mar 2, 2016

Mar 1, 2016

Open

49.94

50. 14

48.49

48.36

47.88

47.72

47.70

48.06

47.97

47.97

47.01

46.81

46.20

46.90

44.01

43.58

43.67

42.92

High

5038

50. 14

49.94

4B.49

48.37

48.00

48.38

48.25

48.53

48.36

47.97

47.63

46.96

48.28

48.44

44.16

43.90

43.64

Volume

1,082,000

989,300

1,996,400

978, 100

872,100

746,800

675,900

679,700

1,484,400

857,200

1,203,500

862,200

1,425,300

3,025,200

6,977,900

710,800

741 ,600

991 ,700

Adj Close'

49.51

49.80

4991

48.25

48.30

47.82

47.84

4777

48.33

48.14

47.82

47.36

46.B5

46.43

46.90

44.08

43.69

43.53

\

Feb 29, 2016

Feb be, 2016

Feb 25, 2016

Feb 24. 2016

Feb 23, 2016

Feb 22, 2016

Feb 19, 2016

Feb 18, 2016

Feb 17_2016

42.85

42.79

42.59

43.74

43.06

44.32

46.05

4612

45.81

45.77

45.69

4515

45.27

45.00

4534

4530

43.39

43.21

42.70

43.80

43.85

44.44

4666

45.67

46.4t

46.15

45.83

45.87

45.2a

45.37

45.43

45.53

Feb 16, 2016

Feb 12, 2016

Feb 11, 2016

Low Close

49.51 49.61

49.30 49.80

48.23 49.91

47.70 48.25

47.52 48.30

47. 19 47.82

47,31 47.84

47.23 47.77

47.55 48.33

47.72 48.14

46.95 47.82

46.65 47.36

46. 14 46.85

46.38 46.43

43.39 46.90

43.58 44.08

43.28 43.69

42.67 43.53

0.38 Dividend

42.66 43.29

42.33 43. 15

41 .89 42.70

42.53 42.71

42.96 43.46

43.00 43. 13

4419 44.88

45.94 46.35

45.77 46.05

45.48 46.07

45.26 45.56

44.95 45.72

44.69 45. 15

44.53 45.27

44. 16 44.76

45.02 45.22

1,594,300

1,033,200

1,911 ,200

1,317,900

1,815,100

2,895,400

3,209,000

1,307,900

743,100

796,900

528,800

772, 1 of

564,300

540,700

1,055,900

1,725,100

42.91

42.77

42.33

42.a4

4308

42.75

44.49

45.94

45.85

45.67

45. 16

45.32

4475

44.87

44.37

44.82

http://fina nce ydmoo.com/q/hp? s=WR&a =00&b=1 &c=2016&d=02&e =3 I &26 I 6&c=d

r
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Currency in USD.

Al Download to Spreadsheet

Copyragrn &copy 2009 Yahoo* All rights reserved

Feb 10, 2016

Feb 9, 2016

Feb B, 2016

Feb 5, 2016

Feb 4, 2016

Feb3, 2016

Feb2, 2016

Feb 1, 2016

Jan 29, 2016

Jan 28, 2016

Jan 27, 2016

Jan be, 2016

Jan 25, 2016

Jan 22, 2016

Jan 21, 2016

Jan 20, 2016

Jan 19, 2016

Jan 15, 2016

Jan 14. 2016

Jan 13, 2016

Jan 12. 2016

Jan 11, 2016

Jan 8, 2016

J 3 n ] - 2 0 1 5 - . - -

Jan 6, 2016

Jan 5, 2016

Jan 4, 2o16

-4 ;25

4145

41.44

41.15

41.73

42.37

41.59

41.45

45.07

45.78

45.25

4417

41.23

42.35

42.39

44.92

44.68

45.12

40.73

41.54

42.44

43.42

42.53

42.17

42,11

40.56

4138

* Close price adjusted for dividends and splits.

.... 4248

44.61

42.07

4680

4536

41.88

42.80

41.00

42.25

45.14

42.60

4184

45.60

4520

45.69

45.97

42.40

4182

41.e5

43.59

4276

41.76

4236

42.45

42.65

41.66

41.93

429-

44.49

4447

40.22

43.33

42.50

45.04

45.25

44.12

42.05

4196

4001

41.33

41.33

4035

41.24

40.92

41.47

44.50

41,07

40.55

41.11

44.23

4116

41.98

42.06

41.81

-42<24»~

4547

44.99

44.78

41.48

41.20

42.09

40.71

41.71

41.94

42.37

43.56

42.23

41.02

44.99

41.55

41.58

4428

40.38

41.66

42.25

41.37

45.26

45. 14

45.96

42.64

42.74

1,303,600

756.000

1,358,700

1,940,800

1,767,700

2,502,700

1,saa,00o

1,530,300

1,143,300

508,100

612,100

535,800

680,200

1,226,800

1,086,700

846,700

1,251 ,400

1,434,700

940,300

1,343,300

1,851,900

a84.200

897,000

_ .»;._3g3:880

936,300

561 ,200

756.700

First | Previous | Next | Las!

EBT

44.G0

44.39

45.07

4486

4474

41.86

44.60

45.56

43.18

43.89

40.84

41.72

41.88

41.19

40.03

41.22

41.57

41.12

41.29

41.01

40.B6

41.34

40.35

4227

42.36

42.00

Page 2 of 2

=ur\damental company data orovtded by Capital IQ Hustctrical chart data and daily updates Drowned no Commodity Systems. lm: (CSI) Interwataanal hustdncal chart data duly updates fund
-umrraany fund performance. dividend data and Mcfrnmqstar Index data prov:-:lad by Morningstar_ inc

http://Hnancayahoo.com/q/hp'?s=WR8ca=008Lb=l &c=-'2016&d=02&e=31&f=20l68<:Q=d 4/5/2016
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Finance Home My Portfolio My Quotes News Market Data Yahoo Originals

Enter Symbol

Hom e

TRADE NOW

91-'ia¢Iir¥

Mai l

Lo o k Up

Search

I
I

New$ Sports F r a nc e CefebrNy Weather

V`v8d May 18 2016 1 1 35AM EDT - U.S Markets dose Lr: 4 r\rs 25 mens

Business & Finance

Answers

I

Flackr

Search Finance

Personal! Finance CNBC Contributors

Mobate Kiyféahoo France on Firefox »

Anurlhzds

Report an Issue

Page 1 of 2

Mad

NYSE
L lk l

I .

158
ALLETE, Inc.(ALE) Watchlist

0.04(0.07%) 11i32AM EDT- Nasdaq Real Time Price55.49

Analyst Estimates
Get Analyst Estimates for:

Earnings Es! Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Y65FA56EPS'

0.45

1.00

0.45

0.45

0.48

Next Qtr.
Sep 16

1.00

1.00

1.00

1.00

1.25

3.18

4.00

3.15

3 2 5

3.06

3.48

5.00

3.40

356

3. 18

Revenue Est Current Ole.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Avg, Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

326.70M

1

32670M

326.70M

323.30M

1 . 10%

Next Ole.
Sep 16

35840M

1

358.40M

358.40M

462.50M

~22. 50%

1.358

3

1.25B

1.5OB

1.49B

-8.90%

1.38B

4

1.30B

1.5aB

1.35B

1.50%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.50

0 4 8

-0.02

_400°/,

Sep 15

1.02

1.25

0.23

22.50%

Dec 15

0.78

0.41

-0.37

47 40%

Mar 16

0.90

0.93

Q03

a.a0%

EPS Trends Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Aga

0.45

0.45

052

0.52

Q51

Next Qtr
Sep 16

1.00

1.00

1.06

1.06

1 0 6

3.1B

3.18

3.29

381

3.31

348

3.48

3.56

3.59

359

EPS Revisions Current Qtr.
Jun 16

Next Qu.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

0

0

N/A

0

0

0

N/A

nu

0

1

N/A

ALE

-6 20%

.20 00%

3.90%

9.40%

6.19%

3 00%

Industry

-340%

14.30%

1.50%

227.80%

N/A

6.55%

Sector

-37 00%

.a960°/,

21 . 10%

30.40%

N/A

6.23%

S&P 500

770%

1540%

0.40%

12.90%

NIA

7.59%

17.91 2 4 1 6 16.14 15.34

Growth Est

Current Qtr.

Next Qtr

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

PricelEamings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 5.97 3.52 3 4 8 1.36

Currency in USD.

http://Hnancayahoo.com/q/ae?s=ALE+Ana1yst+Estimates

I

G

0

1

NIA

D

seasughvweb
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AEP Analys t Estimates  | American Electric Power Company S tock - Yahoo! Finance

Dow 01

Finance Home My Portfolio My Quotes News Mai*ket Data Yahoo Originals

Enter Symbol

Home 1\/1311

Look Up

4:4

Search News

LEARN
MORE

'D Annefhndu o

Sports France Celebrity Weather

Wed May 18 2816 1137AM EDT u S Markets close nm 4 hrs 23 mms

.c'.r-:<

Business & Finance

Mann

Answers Flkzkr

Search France

Personal Finance CNBC Contributors

Mobile Kigweahoo Frnarxce on Firefox »

Se3\z§n\ir§'3b

Report an Issue

P a ge  1 of 2

Mail

American Electric Power Co., Inc. (AEP) NYSE Watch list Llkn 63

64.31 0.20(0.31%) 11 ;37AM EDT -NasdaqReal Time Price

Analyst Estimates Get Analyst Estimates for: L GO

Eamings Est Current Qtr
Jun 16

Next Qtr.
Sep 16

Cunrenl Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Yaar7Wgo'EPS

0.88

11.00

0.78

0.98

II88r~

1.10

11.00

0.88

1.25
. =|j06-'-

3.67

22.00

3.54

3.74

" 8 8 §

3.85

22.00

3.65

4.00

367

Revenue Est Current Qtr.
Jun 15

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

4.07B

6

3.79B

4628

3.908

4.40%

Next Qtr.
Sep 16

4.51 B

e

4.22B

4.868

4.408

240%

16.84B

14

15.79B

18568

16.45B

2.30%

17.37B

13

15.17B

19.88B

16.84B

310%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.81

0.88

0.07

8.60%

Sep 15

1.01

1.06

0.05

5.00%

Dec 15

0.50

0.48

-002

4 0 0 %

Mar 16

1.04

1.02

-0.02

-1.90%

EPS Trends Current Qtr.
Jun 16

Need Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

0.88

0.88

0.86

0.85

0.85

1.10

1.09

1.08

1.07

1.06

3.67

367

370

370

3.69

3.85

385

3.90

391

390
i
8
r
r

EPS Revisions Current Qtr.
Jun16

Next Qtr.
Sep 16

CurrentYear
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

5

0

N/A

0

5

1

N/A

o

3

1

NIA

1

2

0

N/A

AEP

0.00%

3.80%

-050%

4.90%

290%

4.07%

Industry

~340%

1430%

1.50%

227.80%

N/A

6.55%

Sector

-37 00%

.3960%

21 10%

30.40%

N/A

6.23%

S&P 500

7.70%

15.40%

040%

12.90%

N/A

7.59%

17.89 24.15 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Eamings (avg for
comparison categories)

PEG Ratio (avg for
comparison categories) 4.40 3.52 3.48 1.36

Currency in USD.

http ://Hna nce ya hoo .com/q/a e ? s=AEP +Ana 1ys t+Estima te s

ftfzerrWea

I

i
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EE Analyst Estimates  | El Paso Electric Company Common Stock - Yahoo! Finance
P a ge  1 of 2

Home Mali Search News Sports Finance Ceiebraty Weather An3W8(3 Flicker Mobile Kiyfiahoo Finance on Firefox »

Search France 5@éSajhVren Mad

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business 8 Finance
Personal Finance CNBC Contributors

EnterSymbol Leek Up Wert May 18. 2016. H 38AM EDT U S Markets close in 4 hrs 22 mine Report an Issue

Dow 0.1
e ¢~U~z4§1m<50 FREE TRADES

w/ *we DEF'CSIT
R-minion; l»°*v TRADE NOW E EE

NYSE Like "-"1
14 1

44.04
El Paso Electric Co. (E E) Watchlist

0.04(0.09%) 11:28AM EOT - Nasdaq Real Time Price

AnalystEstimates
Get Analyst Estimates ion

Earnings Est

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

"Yggf gggpg

Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 11

0.80

1.00

0,80

0.80

0.52

Next Qlf.
Sep 16

1.65

1.00

1.65

1.65

"i..216

2.50

3.00

2.45

2.56

2.03

2.64

400

2.55

2.70

2.50

Revenue Est Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

NaN

Next Qtr.
Sep 16

NaN 9 G¢-:H-eipcn 'addazt

9 $4-at lackvp an 'ad-

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

NaN

NaN

NaN

N/A

NaN

NaN

NaN

N/A

937.55M

2

935.30M

939.80M

607_92M

54.20%

954.60M

2

95190M

957.30M

937.55M

1.80%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

060

0.52

~0.08

-18.30%

Sep 15

1.20

1.40

0.20

16.70%

Dec 15

0.00

0.02

0.02

N/A

Mar 16

007

414

-0.07

-100.00%

EPS Trends Current Qtr
Jun 16

Curran! Year
Dec 15

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

0.80

0.80

0.80

080

0.83

Next Qtr
Sep 16

1.65

1.65

1.60

1.60

1.50

2.50

250

2.52

2.52

255

2.64

2.64

2.64

2.52

2.66

BUY now

EPS Revisions Current Qtr.
Jun 16

N€X1 Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 3D Days

Down Last 30 Days

Down Last 90 Days

0

0

0

N/A

0

1

0

N/A

0

0

O

N/A

nU

0

0

N/A

EE

53.80%

17.90%

23.20%

5.60%

~10 03%

7.00%

Industry

-3.40%

1430%

150%

227.80%

N/A

655%

Sector

437.00%

-3960%

21 10%

30.40%

N/A

6.23%

S&P sao

7.70%

15.40%

0.40%

12.90%

N/A

7.59%

18.21 24.16 16.14 15.34

Growth Es!

Current Qtr

Next Qtr

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Eamings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 260 3.52 348 1.36

Currency in USD

http://fina nce ya hoo.com/q/a e ? s=EE+Ana 1ys t+Es tima te s

t

scaihad
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j a DiWng

EDE Ana lys t Es tima tes  I Empire  Dis trict Electric Compaq S tock - Yahoo! Finance P a ge  1 of 2

Home man Search News Sports Finance Celebrity Weather Answers Fllckr Mobile Ii9r'i!ahoo Finance on Firefox >>

Search Finance se8.z;nuw¢b Mall

Fi nanc e  Hom e  M y P o r t f o l i o My Quo tes  New s Market  Data Yahoo Orig ina l s Bus iness  & Finance Personal Finance CNBC Contributors

Enter Symbol Look Up Wed May IB 2016 11 38AM EDT . U S Markets dose nn4 hrs 22 mms Report an Issue

Dow 0.1
De

Qualify for 1300
& 50 Free Trades

HQ\tri¢tioa\ April

The Empire District Electric Company (EDE) NYSE Watchlist* Llks

33.60 0.22(0.66°/0) 11:38Am EDT . Nasdaq Real Time Price

Analyst Estimates Get Analyst Estimates for I HGOI
Earnings Est Current Qtr.

Jun 16
Current Year

Dec 16

N/A

N/A

N/A

N/A

Avg Estimate

No. of Analysis

Low Estimate

High Estimate

'YearAgo'EpS 'oi ls  ---

Nex! Qtr.
Sep 16

N/A

N/A

N/A

N/A

0.58

1.47

3.00

1.45

1.51

1.29

Next Year
Dec 17

1.56

4.00

1.42

1.65

"T.4i8»"* -

Revenue Est CurrentQtr
Jun16

Next Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

139.56M

1

139.56M

139.56M

134.50M

380%

16971M

1

169.71 M

169.71 M

169.71 M

0.00%

675.70M

1

575.70M

675.70M

416.20M

62.30%

681_12M

3

653.76M

697.90M

675.70M

080%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.24

0. 15

-0.09

-37.50%

Sep is

059

058

-001

-1 70%

Dec 15

028

0.23

-0.05

-17.90%

Mar 16

0.30

0.38

0.0B

2670%

EPS Trends Current Qtr.
Jun 16

Current Year
Dec 15

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

N/A

0 0 8

0.20

0.20

0.20

NextQtr
Sep 16

N/A

0.70

0.60

0.60

0.60

1.47

1.47

1.4a

148

1.4a

1.56

1.56

1.58

1.58

1.5B

EPS Revisions Current Qtr.
Jun 16

NextQtr
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

0

0

NIA

0

0

0

N/A

0

0

0

N/A

0

o

0

N/A

EDE

N/A

N/A

14.00%

6. 10%

2.12%

5.00%

Industry

1,476.90%

124.60%

11.70%

22.80%

N/A

7.20%

Senior

-37.00%

~3960%

21 . 10%

3040%

N/A

6.23%

S&P 500

7.70%

15.40%

0.40%

12.90%

N/A

7.59%

22.85 16.19 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Earnings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 4.57 8.06 3.48 1.36

Currency in USD.

http://Hna nce ya hoo.com/q/a e '? s=EDE+Ana 1ys t+Es tima te s

I 1

u p'I Of

5/18/2016



GO

ES Ana lys t Es tima tes  | Eve rsource  Energy (D/B/A) Combo S tock - Yahoo! Finance

Dow 0.1

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals

Enter Symbol

Home

cssrrurrmisfsscan
R89 traces

500

Mail

Lcsoi -. Up

Search Ne ws S ports

Alntrl indn

Franc e Celebrity Weather

Wee Ma; 18 2016. 11 40AM EDT - U 3 Markets closeLr! 4 hrs 20 mms Report an Issue

Business & Finance

Answers Flicker

Search Finance

Personal Finance CNBC Contributors

TRADE NOW

Mobile

9848114

Kiprfahoo Finance on Firefox »

Se8qh\l\-eb

I

P a ge  1 of 2

Max!

NYSE * Lulu Ii * 1L i :Eversource Energy (ES) Watchlisi

0.13 (0.23%) 11:39Am EDT . Nasdaq Real Time Price55.95

Analyst Estimates Ge! Analyst Estimates for:

Earnings Est CurrentQtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

'Yéa?7\§6'EP'S"

0.65

1 O. 00

0. 60

0.75

-oisé

Next Qtr.
Sep 16

0.80

10.00

0.75

0.85

ws

2.99

18.00

2.95

3.05

3 8 1

3.19

17.00

3.10

3.28

2.99

Revenue Est Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

1.698

2

1.61B

1.7BB

1.87B

-9 40%

Next Qtr.
Sep 16

2.06B

2

2.02B

2. 11 B

1.93B

6.70%

8.098

9

7.89B

8.41 B

7.95B

1.60%

8.308

9

7.928

8798

8.09B

2.60%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.56

0.66

Q10

17.90%

Sep 15

0.76

0.75

_0.01

-130%

Dec 15

0.62

0.60

0 0 2

-3 20%

Mar 16

0.78

0.77

~0.01

-1 30%

EPS Trends Current Qtr,
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

GO Days Ago

90 Days Ago

0.65

0.66

0.63

0.62

0.63

Next Q[f
Sep 16

0.80

0.79

0.78

0.77

078

2.99

299

3.00

3.91

301

3.19

3.19

3.18

3.18

3.18

EPS Revisions Current Qtr.
Jun 16

Next Qtr
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Las! 7 Days

Up Last30 Days

Down Last 30 Days

Down Last 90 Days

0

3

0

N/A

0

2

0

N/A

8

1

0

N/A

O

2

0

N/A

ES

-1 .50%

6.70%

6.40%

6.70%

5.74%

6.02%

Industry

-3.40%

14.30%

1.50%

227.80%

NIA

6.55%

Sector

-37.00%

9.60%

21 10%

30.40%

N/A

623%

S&P 50<>

7.70%

15.40%

0.40%

12.90%

NIA

7.59%

1867 2416 16.14 15.34

Growth Est

Current Qtr.

Next Qtr

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Eamings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 3.10 3.52 348 1.36

Currency in USD

http://fina nce ya hoo.coIn/q/a e ? s=ES +Ana 1ys t+Es tima te s an $2/701 6

t 1
E
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GO

GXP Analyst Estimates  | Grea t P la ins  Energy Incorpora te  Stock - Yahoo! Finance

Dow 0

Finance Home My Portfolio My Quotes News Mar*ket Data Yahoo Originals

Enter Symbol

Hom e Mail

Look Up

S e a rch News

sao .
gcn=rr»»ss=un-
9799 owes

Can you rea¢t?

Spans France Celebrity Weather

Wad May LB 2G15 11 40AM EDT - U S Marketsdose an 4 hrs 20 mine

Business 8* Finance

Ans we rs Flicks

Search Finance

Personal Finance CNBC Contributors

Mobile

Allellflldi

T.49r¢ahoo Finance on Firefox »

Se3ulh\mab

Reportan Issue

P a ge  1 of 2

Mall

NYSE Llkl
; * "=
14 rL - ;

Great Plains Energy Incorporated (GXP) Was£chlis\

0.03(0.10%) 11240A|v| EDT _ Nasdaq Real Time Price31.17

Analyst Estimates Get Analyst Estimates for.

Earnings Est Current QU.
Jun 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Yearm;c5Eps'

0.38

5.00

0.35

0.41

0Q28- .- .

Next Qtr.
Sep 16

1.07

4.00

1.04

1.13

0.82

Current Year
Dec 16

1.73

9.00

1.70

1.75

_. - 9

1.83

13.00

1.79

1.88

1.73

Revenue Est Current Qtr.
Jun 16

Current Year
Dec 16

NextYear
Dec17

Avg. Estimate

No of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

532.76M

3

S19.20M

651 .09M

609.00M

3.90%

Next QU.
Sep 16

815.65M

3

776.00M

865.95M

781.40M

4.40%

2.60B

7

2.545

2.688

2.508

4. 10%

2.70B

1 O

2.59B

2.86B

2.6oB

380%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.30

0.2B

-0.02

-670%

Sep 15

0.88

0.82

4106

-680%

Dec 15

0.17

0. 15

-0.02

-11 80%

Mar 16

0.14

0.17

0.03

2140%

EPS Trends CurrentQtr.
Jun16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

0.36

0.39

0.35

0.38

0.36

Next Qtr.
Sep 16

1.07

1.02

1.03

0.93

090

1.73

1.72

1.74

174

1.75

1.83

1.82

1.83

1.83

1.84

EPS Revisions CurreM Qtr.
Jun 16

Next Qtr_
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

3

0

N/A

0

2

1

N/A

1

1

0

N/A

GXP

35.70%

30.50%

25.30%

580%

24.99%

7. 10%

Industry

-3 40%

14.30%

150%

22780%

N/A

655%

Sector

~37 00%

-3960%

21 .10%

30.40%

N/A

6 23%

S&P 500

7_70%

1540%

0.40%

1290%

N/A

759%

18.28 24.16 16.14 15.34

Growth Est

Current Qtr

Next Qtr

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

PricelEamings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 2.57 3.52 3.48 1.36

Currency in USD

http://Hnancayahoo .com/q/ae '? s=GXP +A11a1yst+Estima tes

I

ea

1

3

0

N/A

El
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IDA Ana lys t Es tima tes  | IDACORP, Inc. Common S tock S tock - Yahoo! Finance

Dow 01

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals

Enter Symbol |

Home Mall

Look Up

Search News

Besiélése ibil13zarz

Sports Fina nce Celebrity Weather

Weft May 18 2015 \1 41AM EDT - U S Markets close in 4 hrs 19 mens

IDA

Business 8. Finance

Answers

!

Fhckr

Search Finance

Personal Finance CNBC Contributors

I
I

i 9848111y

Mobile ¥.¢9fl¢ahoo Finance on Flrefox »>

Se8qhweb

Report an issue

P a ge  1 of 2

M An!

NYSE * LlkoItCorp, Inc. (IDA) Watchlist

0.17(0.24%) 11341AM EDT .. Nasdaq Real Time Price71.73

Analyst Estimates Get Analyst Estimates for:

Ea rnings  Es ! Current Qtr
Jun 16

Current Year
Dec 16

1>

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

YearAgoEpS" "  "

1.15

1.00

1.15

1.15

T 3 1

Next Qtr.
Sep 16

1.55

1.00

1.55

155

.. 1j45"""'

3.89

3 0 0

3.85

3.92

a s k

Next Year
Dec 17

4.03

3.00

3.95

4. 09

3.8§

$% ES 0.27% EDE 0.519

Revenue Est Current Qtr,
Jun is

Next QU.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

IDA 0.07%
ldacorplnc

NaN NaN

71.51

Avg. Estimate

No. :of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales GrovAh (year/est)

NaN

NaN

NaN

N/A

NaN

NaN

NaN

N/A

1278

2

126B

1.29B

1.278

0.40%

1.29B

2

1.288

1.3OB

1.27B

1.30%

-0.05 (0.07%)

Earnings History

EPS Est

EPS Aotuai

Difference

Surprise %

Jun 15

1.07

1.31

0.24

22.40%

Sep 15

1.54

1.46

-0.06

_52ov,

Dec 15

0.64

0.63

-0.01

-1 60%

Mar 16

0.53

0.51

~0.02

3 .80%

EPS Trends Current Qtr.
Jun16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

115

115

1.15

1.15

N/A

Next Qu
Sep 16

1.55

1.55

1.55

155

N/A

3.89

3.89

389

3.89

3.89

403

4.03

4.02

4.02

4.00

EPS Revisions Current Qtr.
Jun 16

Next Qu.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

o

0

0

N/A

0

0

0

N/A

0

0

0

N/A

o

o

0

N/A

IDA

-1220%

6.20%

050%

360%

t 105%

4.00%

Industry

-3.40%

1430%

1.50%

227.80%

N/A

6.55%

Sector

.37 00°/>

-39.60%

21 . 10%

30.40%

N/A

6 23%

S&P 500

7.70%

15.40%

0.40%

1290%

N/A

7.59%

18.86 2416 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Earnings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 4.72 3.52 3.48 136

Currency in USD

http1//Hna nce ya hoo.com/q/a e ? s =IDA+Ana Iys t+Es tima te s

I

I

9/1 R/'NN 6
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GO

Avg Estimate

No. of Analysts

Low Estimate

High Estimate

Y&FKQBEPS

OTTR Ana lys t Es tima tes  | Otte r Ta il Corpora tion S tock - Yahoo! Finance

Analyst Estimates

Dow

Qtter Tail Corporation (OTTR) . Nasc1aqGS Watchlist

0.10(0.35%) 11341AM EDT- Nasdaq Real Time Price29.05

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

TO Days Ago

EPS Trends

Avg Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Revenue Est

Finance Hom e My Port fo l io My Quo tes  New s Mad<et Data Yahoo Orig inals

Earnings Est

Enter Symbol

Hom e

Of

Mall

Look Up

Search

Curran! Qtr.
Jun 16

Current Qtr.
Jun 15

Current Qtr.
Jun16

News

194.00M

1

194.00M

19400M

188.15M

3.10%

Jun 15

0.23

0.36

0.13

56.50%

0.38

N/A

0.27

0 2 7

0.27

0.27

N/A

NIA

N/A

N/A

Sports

*

NextQtr.
Sep 16

204ooM

1

204.00M

204.00M

200.02M

2.00%

NextQtr.
Sep 16

N/A

040

0.40

0.40

0.40

Next Qtr.
Sep 16

Sep 15

044

Q42

~O 02

-4 50%

France

N/A

N/A

N/A

N/A

a l l '

Cun'enl Year
Dec 16

Current Year
Dec 16

Current Year
Dec 16

Celebrity

798.90M

1

79890M

798.90M

77980M

2.40%

Dec 15

0.44

0.41

-0.03

~6.80%

1 5 5

1 5 5

1.55

1.55

1 5 5

1.55

1.00

1 5 5

1_55

1.56

8ema4i@a4em

Weather

wma, May 18 2016 H 42AM EDT . U S Markers close in4 hrs \iI mms

Next Year
Dec 17

Next Year
Dec 17

816.50M

1

816.50M

816.50M

798.9QM

2.20%

Next Year
Dec 17

Bus iness  & Finance

Mar 16

031

0.36

0.07

22.60%

1.60

1.60

1.60

1.60

1.60

1 6 0

1.00

1.60

1.60

1.55

Answers

Get Analyst Estimates ¢or:

Fhckr

Search Finance

A LE
ALLETE Inc

AEP -0.31 %
American Electric Po...

GXP -0.10%
Great Plains Energy

EDE +0.4B%
Empire District Elec...

EE +0.02%
EI Paso Electric Co

ES +o.20%
Eversource Energy

OTTR -0.07%
Otter Tail Corp

IDA
ldaoorp Inc

Personal Finance CNBC Contributors

Mobile

+0.02%

-0.18%

More

Se8uln\&veb

£>

Llk l 1 747 f

Report an Issue

Page 1 of 2

Mas!

EPS Revisions Curran! Qtr.
Jun16

Next Qtr
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last7 Days

Up Last 30 Days

Down Last 30 Days

Down Last so Days

0

o

0

N/A

0

0

o

N/A

0

0

0

N/A

0

0

0

NIA

OTTR

N/A

N/A

-O60%

3.20%

32.16%

800%

Industry

-3 40%

1430%

1.50%

227.80%

N/A

6.55%

Sector

_370O%

-3960%

21 10%

30.40%

N/A

6.23%

ss.p 500

7.70%

1540%

0.40%

12.90%

N/A

7.59%

1950 24.16 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Earnings (avg for
comparison categories)

PEG Ratio (avg. fer
comparison categories) 3.25 3.52 348 1.36

Currency in USD.

http://financeyahoo .com/q/ae?s=OTTR+Ana1yst+Estimates

f n

I

5/18/2016



PNM Ana lys t Es tima tes  | PNM Resources , Inc. (Holding Co S tock - Yahoo! Finance

Dow

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals

Enter Symbol

Home

0.26% Nasal="l
m m s

Mall

Look Lip

0.71%

Search Ne ws Sports

Know Mare

F ra n c e Ce le brity Weather

Wed May 18. 2016 11.43AM EDT . u S Markets dose in 4 hrs 17 mms Rcpon in Issue

Business & Finance

Answers Fhckf

Search Finance

Personal Finance CNBC Contributors

mobile T»?§>r\!ahoc France on Firefox »

PNM

SE84§rl\»h'eb

P a ge  1 of 2

Mad

Llks 7IPNM Resources, Inc. (PNM) - NYSE if Watchlist

0.16(0.50°/1) 11;42AM EDT - Nasdaq Real Time Price32.22

AnalystEstimates Get Analyst Estimates fur: '_ l l  G o

Earnings Est Current Qtr.
Jun 16

Next Qtr
Sep 16

CurrentYear
Dec16

Next Year
Dec 17

Avg, Estimate

No of Analysts

Low Estimate

High Estimate

"YearAgolEpS""

0.38

2.00

0.35

0.40

n ; 4 r -

0.84

2.00

07B

0.90
_ "-0I76""

1.62

7.00

1.58

1.65

_"i.isT -

1.91

8.00

1.85

1.95

1_§2.

Revenue Est CurrentQv.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

379_0()M

1

379.00M

379.00M

35289M

7.40%

Next Qtr.
Sep 16

448.00M

1

448.00m

448.00M

417.43M

7.30%

1.49B

3

1.48B

150B

1.44B

3.B0%

1.59B

4

1.56B

1.67B

149B

S.60%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.41

0.44

0.03

7.30%

Sep 15

074

0.76

0.02

2.70%

Dec 15

018

0.23

0.05

27.80%

Mar 16

0.14

0.13

-001

-7 10%

EPS Trends Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

0.38

0.38

0.40

0.40

0.43

NextQtr,
Sep 16

0.84

0.84

0.83

0.83

0.73

1.62

1.82

1.63

1.63

1.63

1.91

1.91

1.91

1.91

1.92
\ r

EPS Revisions Current Qtr.
Jun 16

NextQI.r.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Las! 30 Days

Down Lasi 90 Days

0

0

0

N/A

0

0

0

N/A

0

0

0

N/A

0

0

0

N/A

PNM

_13.60%

1050%

-1.20%

17.90%

19.54%

8.75%

Industry

-340%

14.30%

1.50%

227.80%

N/A

6.55%

Sector

-37.00%

_3g 60%

21 .10%

3040%

N/A

6.23%

S&P 500

7.70%

15.40%

0.40%

12.90%

N/A

7.59%

2028 24.16 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

PricelEamir\gs (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 232 352 3.48 1.36

Currency in USD

http://financeyahoo.com/q/ae?s=PNM+Ana1yst+Estimates
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P NW Ana lys t Es tima te s  |  P inna cle  We s t Ca pita l Corpora te  S tock - Ya hoo! Fina nce

Dow 0.1

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals

Home

Enter Symbol

Mau!

Alllcflilidl

Look Up

Search News Spans

(Ema

Finance Celebrity

c::=n*\m=ss»ar
tree trades

Weather

Wed, May 13 2016. 11 43AM EDT UP Markets close In 4 hrs 1? runs

Business 8- Finance

l!'i

Answers Flicker

Search Finance

Personal Finance CNBC Contributors

|," :¢£;"¥slL"}3

P NW
9.E.€¢£!i!Y

Mobile

rv~n.

Mc>re

S€8Sh\,l'y§b

I

Report an Issue

P a ge  1 of 2

M 311

LlkoPinnacle WestCapital Corporation (PNW) . NYSE Watchlist

0.36(0.49%) 11;43AM EDT - Nasdaq Real Time Price12.52

Analyst Estimates Get Analyst Estimates for:

Earnings Est
Current Qtr.

Jun 16
Next Qtr

Sep 15
Current Year

Dec 16
Next Year

Dec 17

Avg Estimate

No. of Analysts

Low Estimate

High Estimate

"Y€ar"Ag6EPS

1.20
8.00
1.10
1.33
_1.1.0

2.38

800

2.29

2.47

QTJO

3.99

16.00

390

4.05

-392

4.20

16.00

415

4.24

8199

Revenue Est
Current Qtr.

Jun 16
Current Year

Dec 16
Next Year

Dec 17I

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

915.42M

5

9D4.04M

934.35M

B90.65M

2.80%

Next QV.
Sep 16

121B

5

1.20B

1.228

1.20B

1.10%

3.565

12

3.498

3.628

3.5DB

1.90%

3.66B

12

3.578

3.77B

3.56B

2.70%

Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

1.23

1.10

-O 13

-1060%

Sep 15

2.32

2.30

0.02

4 9 0 %

Dec 15

0.26

0.37

0.11

42.30%

Mar 16

0.12

004

_008

-66.70%

EPS Trends CurrentQtr.
Jun16

Next Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

1.20

1.20

1.23

1.22

1.23

2.38

2.37

2.34

2.35

232

3.99

4.00

4.00

4.00

3.99

4.20

420

4.20

4.20

4.18

EPS Revisions Current Oar.
Jun 16

Next Qtr
Sep 15

Current Year
Dec is

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last30 Days

Down Last 90 Days

t

3

0

NIA

1

4

O

N/A

0

2

2

N/A

1

4

O

N/A

PNW

9.10%

350%

1.80%

5.30%

-20.86%

3.73%

Industry

~3 40%

14.30%

150%

227.80%

NIA

6.55%

Sector

-37 00%

_39 60%

21 . 10%

30.40%

N/A

623%

ss.p 500

770%

1540%

0.40%

12.90%

N/A

7 59%

1869 24_16 16.14 15.34

Growth Est

Current Qtr.

Next Qtr.

This Year

Next Year

Pas! 5 Years (per annum)

Next 5 Years (per annum)

PricelEarnirigs (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 5.01 352 3.48 1.36

Currency in USD.

http://f;linance .yahoo.com/q/ae '? s=P NW+Ana1yst+Estima te s
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De ala:
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SQ FREE TRADES
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40.56
Portland General Electric Company (POR) Watchlist

0.03(0.06°/») 11;44AM EDT . Nasdaq Real Time Price

Analyst Estimates Ge! Analyst Estimates for.

Current Clear.
Jun 16

Current Year
Dec 15

Next Year
Dec 17

1
g
4
3

Earnings Est

Avg Estimate

No of Analysts

Low Estimate

High Estimate

Yé3lfA§5Ep§

0.44

5.00

042

0.46

"oi4a

Next Qtr.
Sep 15

044

4.00

0.40

0.47

2.13

11.00

2.10

2.19

8 ; 6 4 -

2.36

13.00

2.06

2.47

2.13

Revenue Est CurrentQtr.
Jun16

Current Year
Dec 16

Next Year
Dec 17 I

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

451 .58M

3

442.49M

461 _42M

450.00M

040%

Next Qu.
Sep 16

463.34M

3

413.70M

49976M

476.00M

~2.70%

1.9BB

g

1.918

2.158

1.90B

4.30%

205B

10

1968

2 22B

1.98B

3.40%

3

IEarnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.41

0.44

0.03

7.30%

Sep 15

0.48

0.40

-0.08

-16.70%

Dec 15

0.62

057

-0.05

~8 10%

Mar 16

0.61

0.68

0.07

11.50%

8I

EPS Trends Current Qtr.
Jun16

Current Veer
Dec vo

Next Year
Dec 17

I

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

0.44

0.44

0.45

043

0.45

Next Qtr.
Sep 16

044

0.44

0.49

0.48

0.48

213

2.13

2.25

2.25

2.za

2.36

2.36

2.38

2.41

2.41

EPS Revisions Current Qtr.
Jun 16

Next QU.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

1

1

N/A

0

0

1

N/A

0

1

1

N/A

E)

1

1

N / A

POR

0.00%

10.00%

4 4 0 %

10.80%

4.51 %

6 50%

Industry

-3 40%

14.30%

1.50%

22780%

NIA

6.55%

Sector

-37.00%

-39 60%

21 10%

30.40%

N/A

6.23%

S&P 500

770%

15.40%

0.40%

12.90%

N/A

7.59%

1944 24.16 16.14 15.34

Growlh Est

Current Qtr.

Next Qtr.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

PriceIEarnings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 2.99 3.52 3.48 1.36

Currency in USD.

http://financeyahoo.com/q/ae '?s=POR+Analyst+Estirna tes

I 1

5/18/2016



EA:-:nua-

whywan
Opewvankcuufft

GO

WR Analyst Estimates  | Westar Energy, Inc. Common Stoc Stock - Yahoo! Finance

Dow 0.

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance

Enter Symbol

Home Mai!

Loci Up

Search News Snows

KnowMore

Finance Celebrity Weathe r

Wed May 18 2016 I 1 48AM EAT LI S Mar1<5-ts close in 4 hrs 15 mms

Answers Flicks

Search Finance

P e r s o n a l  F i n a n c e  C N B C  C o n t r i b u t o r s

Mobile Hyféahoo Finance on Firefox »

S@a3a;'n\irian

Report anIssue

P a ge  1 of 2

M305

LikeWestar  En erg y ,  In c .  (WR)  -  NYSE *  Watch  l is t

0.57(1 .11 %) 11145AM EDT .  Nasdaq Real  Time Price52.14

Analyst Estimates Ge! Analyst Estimates for:

Current Qtr.
Jun 16

Next Year
Dec 17

dis h
Earnings Est

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

"YTeérlA§oTSPS

0.52

5 0 0

Q47

0.55

0.46

Next Qtr.
Sep 16

1.01

5.00

0.87

1.10

597.

Current Year
Dec 16

2.44

13.00

240

2.50

265

2.54

14.00

2.46

2.66

2.44

Revenue Est CurrentQtr
Jun 16

Next Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Groff (year/est)

631.89M

3

614.30M

645.21M

58956M

7.20%

770.06M

3

761.40M

785.47M

732.83M

5.10%

2.62B

10

2.53B

2.81 B

2.46B

6.40%

2.69B

11

2.59B

2.84B

2.625

2.80%

Record 16 shows
at once.

(ZXany other DVR)Earnings History

EPS Est

EPS Actual

Difference

Surprise %

Jun 15

0.42

0.46

0.04

9.50%

Sep 15

1.03

0.97

-0 OF

»5 80%

Dec 15

036

0.28

~0.08

-22.20%

Mar 16

0.46

046

0.00

0.00%

EPS Trends Current Qtr.
Jun 16

Current Year
Dec 16

Next Year
Dec 17

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

052

052

0.52

0.50

0.48

Next Mr.
Sep 16

1.01

101

1.03

1.03

1.00

2.44

2.44

2.44

2.44

244

2.54

254

2.53

253

2.58

EPS Revisions CurrentQtr
Jun16

Next Qtr.
Sep 16

Current Year
Dec 16

Next Year
Dec 17

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

0

0

1

N/A

0

0

1

N/A

0

2

0

N/A

1

3

0

N/A

WR

13.00%

4.10%

16.70%

4.10%

20.59%

4.93%

Industry

-3.40%

14.30%

1.50%

227.80%

N/A

6.55%

Sector

-37 00%

43960%

21 . 10%

30.40%

N/A

623%

S&P 500

7.70%

15.40%

0.40%

12.90%

N/A

7.59%

2130 24.16 16.14 1534

Groff Est

Current Qtr.

Next Qtr

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

PricelEamings (avg. for
comparison categories)

PEG Ratio (avg. for
comparison categories) 4.32 352 3.48 1.36

Currency in USD.

http://finance.yahoo.com/q/ae?s=WR+Ana1yst+Estimates
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the fall in its rate over time less sharp, but other countries' rates have moved closer to Japan's
levels in recent years. Real long-term interest rates have fallen as well. Nominal interest rates on
10-year bonds currently fall short of inflation in Japan, France, Canada, Sweden, and Denmark.5
In Section Ill, we discuss the role of global factors in determining interest rates.

Figure 4
Nominal 10-Year Yields

Percent
10

8

6

4

2

0
1993 1996

Source: National Sources
1999 2002 2005 2008 2011 2014

Forecasts Have Largely Missed the Decline in Long-Term Interest Rates
Past forecasts have largely missed the decline in long-term interest rates. This can be seen in
Figure 5, which shows past private-sector forecasts along with the actual path of nominal 10-year
Treasury rates since 1995.7 Although economists' forecasts steadily declined after 1995, their
pace of decline has lagged well behind the realized drop-off in interest rates. Indeed, since 1996,
long-range private sector forecasts have exhibited a root mean square error of 2.7 percentage
points relative to the nominal Treasury rate realized 10 years later.8 The Administration's latest
forecast for the nominal 10-year interest rate in 2025 is 4.4 percent, in line with the levels
forecast by private-sector economists. The long-run forecast of 2.0 percent personal
consumption expenditure (PCE) price-index inflation (the Federal Reserve's inflation target)
implies an expected long-run long-term real interest rate of 2.4 percent for 2025.

Of course, it is difficult to make predictions about the very long run because so many conditions
can change over that time horizon. However, even at shorter horizons, interest rate forecasts

s The real rate is once again measured as the annual rate on the 10-year government bond less the lagged and
current 5~year moving average of annual CPI inflation.
7 The forecasts presented are those reported in the Blue Chip Economic Indicators survey in March of each calendar
year, reflecting the average of over 50 professional forecasts. Similar patterns are evident in Administration forecasts
reported in the annual Economic Report of the President.
8 The root mean square error is a commonly used measure of the deviation between predicted and actual values.
The difference between the two values is squared and then summed over time. The square root of that number is
typically reported as a summary statistic, with large values indicating large prediction errors.
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have tended to be inaccurate. Between 1984 and 2012, CBO, private-sector forecasters, and the
Administration all systematically overestimated the path of nominal interest rates just two years
into the future (CBO 2015a).

Figure 5

10-Year Treasury Rates and Historical Economist Forecasts
Percent
8

7

6

5

4

3

2

1

o

1995 2000 2005 2010 2015
Note: Forecasts are those reported by Blue Chip Economic Indicators released
in March of the given calendar year, the median of over 50 private-sector
economists. Source: Blue Chip Economic Indicators, Aspen Publishers.

2020 2025

A central question in forming a long-run forecast is whether interest rates are statistically
stationary-i.e., whether they have a tendency to return to a definite long-run mean value or
average. To the extent interest rates are mean-reverting, the historical average may contain the
most useful information for projecting the long-run long-term interest rate. On the other hand,
if changes in interest rates are permanent (or at least, highly persistent), recent data may contain
more useful information about long-run interest rates than historical data. in general,
econometric tests suggest that real and nominal interest rates revert to their mean very slowly,
with close to unit root (non-stationary)9 properties.10 Tests for non-stationarity tend to be weak,
however, in that distinguishing between a true unit root and mean reversion with very high
persistence is difficult in a finite sample of data (Neely and Rap ach 2008).

Economic theory strongly suggests that real interest rates are bounded, if not fully mean
reverting (as discussed in more detail in section lll).11 A high return on investment should trigger
a reallocation of resources from consumption toward capital accumulation, driving down the
marginal product of capital and the real interest rate over time. Similarly, a low return on

9 A time series is said to contain a unit root if its random changes contain a permanent component. In this case it is
statistically non-stationary.
10 Hamilton et. al. (2015) reject the hypothesis that the real interest rate converges to a fixed constant. The difficulty
in predicting the long-run real interest rate leads them to be skeptical of models, like the Ramsey model considered
below, that place a strong emphasis on the link between output growth and the real interest rate.
11 Even when interest rates are mean-reverting, and therefore stationary in the statistical sense, they can be "trend-
stationary," reverting to means that evolve deterministically over time rather than being constants. Thus,
stationarity of interest rates does not rule out the possibility that they trend upward or downward over long periods
as a result of somewhat predictable, secular economic forces,

1 1
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investment should induce consumers to increase current consumption and reduce capital
investment, eventually driving up the real interest rate. Such economic forces should limit
extremely high or extremely low real interest rates and work to push the rate back to
intermediate levels. Indeed, were real interest rates to be literally non-stationary, the level of the
real rate would pierce any upper or lower bound in finite time with a probability of one, an
implication that is economically implausible and clearly not supported by the historical record.

In the current era of inflation targeting, inflation rates have tended to be moderate and stable,
so the previous reasoning will by and large apply to the properties of nominal as well as real rates
of interest. As noted above, however, interest rates do exhibit a high degree of persistence,
raising the question of the underlying economic causes of long-run changes in interest rates and
the forces that may be slowing their adjustment over time. We return to the specific question of
why long-term interest rates are currently so low, and the implications for long-run equilibrium
rates, in Section iv.

The data in Figure 5 suggest that past forecasts of long-term nominal interest rates have tended
to err on the side of mean reversion. The long-run forecasts (the ends of the extended lines) lie
within a fairly tight range of 4.4 to 6 percent, despite the fact that the nominal 10-year rate has
swung from a low below 2 percent to a high of nearly 8 percent. The forecast range is consistent
with the historical mean of the nominal long-term interest rate but may not accurately reflect
possible changes in structural features of the economy. In light of the persisting downward trend
in long-term interest rates, forecasters have incrementally lowered their expectations for the 10-
year rate over the past two years, with the Administration forecast down by 60 basis points, the
private-sector consensus forecast down by 30 basis points, and the CBO forecast down by 60
basis points.

Key Takeaways

Real and nominal interest rates in the United States have been on a steady decline since
the mid-19805.
Declining interest rates are a global phenomenon.
It is difficult to forecast interest rates and forecasters largely missed the secular decline
of the last three decades.

12



Tucson Electric Power Company
Test Year Ended June 30, 2015
Docket No. E-01933A-15-0322

SCHEDULES ATTACHED

SCHEDULE#

RBM .. 1 WEIGHTED AVERAGE COST OF CAPITAL

COST OF LONG TERM AND SHORT TERM DEBTRBM - 2

RBM - 3

RBM -4

COST OF COMMON EQUITY

FAIR VALUE ADJUSTMENT

DISCOUNTED CASH FLOW (DCF) MODEL

CAPITAL ASSET PRICING (CAPM) MODEL

COMPARABLE EARNINGS ANALYSIS

ECONOMIC INDICATORS

RBM - 5
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Tucson Electric Power Company
Test Year Ended June 30, 2015
Docket No. E-01933A-15-0_22

SCHEDULE RBM-3
Page 1

COST OF COMMON EQUITY

LINE
n o .

1 DCF S\NGLE-STAGE CONSTANT GROWTH MODEL ESTiMATE 7.91% -- 955% SCHEDULE RBM-5

2 CAPM METHODOLOGY 7.97% SCHEDULE RBM-5

3 COMPARABLE EARNINGS ANALYSIS 8.50% - 9.30% SCHEDULE RBM-7

4 RANGE OF REULTS 8.50% - 9.65%

5 FINAL RUCO RECOMMENDED COST OF COMMON EQUITY 9.20% TESTIMONY, RBM

6 LESS: RECOMMENDED FAIR VALUE INFLATION ADJUSTMENT -1.56% SCHEDULE RBM-4

7 COST OF COMMON EQUITY ESTIMATE - FAIR VALUE 7 .64% LINE 8- UNE 9

\
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Tucson Electric Power Company
Test Year Ended June 30, 2015
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ECONOMIC INDICATORS

Line Consumer
M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Year
Real GDP
Qrowth

Industrial
Production

§3royvth

Unemploy-
ment
Rate

Producer
Price Index

36
37
38
39
40
41

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

-1 .1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2.1%
4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%
3.0%
2.7%
4.0%
3.7%
4.5%
4.5%
4.2%
3.7%
4.1%
1.1%
1.8%
2.8%
3.8%
3.3%
2.7%
1.8%
-0.3%
-2.8%
2.5%
1.5%
2.2%
1,5%
2.4%
2.4%

-8.9%
10.8%
5.9%
5.7%
4.4%
-1 .9%
1.9%
-4.4%
3.7%
9.3%
1.7%
0.9%
4.9%
4.5%
1.8%
-0.2%
-2.0%
3.1%
3.4%
5.5%
4.8%
4.3%
7.3%
5.8%
4.5%
4.0%
-3.4%
0.2%
1.2%
2.3%
3.2%
2.2%
2.5%
-3.4%
-11 .3%
5.6%
3.0%
2.8%
1.9%
3.7%
1.3%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%
9.5%
7.5%
7.2%
7.0%
6.2%
5.5%
5.3%
5.6%
6.8%
7.5%
6.9%
6.1%
5.6%
5.4%
4.9%
4.5%
4.2%
4.0%
4.7%
5.8%
6.0%
5.5%
5.1%
4.6%
4.6%
5.8%
9.3%
9.6%
8.9%
8.1 %
7.4%
6.2%
5.3%

Price In_dex.
7.0%
4.8%
6.8%
9.0%
13.3%
12.4%
8.9%
3.8%
3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1 %
3.1%
2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%
2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%
2.7%
1.5%
3.0%
1.7%
1.5%
0.8%
0.7%

6.6%
3.7%
6.9%
9.2%
12.8%
11.8%
7.1%
3.6%
0.6%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%
1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
-1 .6%
1.2%
4.0%
4.2%
5.4%
1.1%
6.2%
-0.9%
4.3%
4.7%
4.7%
1.4%
0.8%
-1.2%
-3.7%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ml all



Tucson Electric Power Company
Test Year Ended June 30, 2015
Docket No. E~01933A-15-0322
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ECONOMIC INDICATORS

Line

NO

Real
GDP*

Growth

industrial
Production

Growlh

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

1.2%
3.5%
7.5%
27%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1%
59%

4.8%
0.0%
3.2%
-0.3%

5.6%
-0.5%
3.2%
2.8%

3.0%
3.5%
36%
2.5%

2.8%
4.9%
4.5%
43%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

52%
4.4%
0.8%
7.2%

4.1%
1.7%
31%
2.1%

3.8%
3.0%
2.7%
2.9%

58%
5.1%
50%
4.9%

4,4%
1.6%
8.8%
-2.0%

56%
-0.4%
140%
4.0%

5.4%
1.4%
0.1%
3,0%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
47%
4.5%

4.8%
4.B%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.6%

0.9%
3.2%
2.3%
2.9%

2.5%
1.6%
1.8%
1.7%

4.5%
4.5%
4.6%
4.8%

4.8%
5.2%
1.2%
0.6%

6.4%
6.8%
1,2%
6.5%

-1 _8%
1.3%
-37%
-88%

13%
0.2%
-3.0%
6.0%

4.9%
5.3%
6.0%
69%

2.8%
7.6%
2.8%

-13.2%

9.6%
14.0%
-0.4%
-28.4%

-5.3%
-0.3%
1.4%
40%

-11 .6%
-12.9%
-93%
-4.5%

8.1%
9.3%
9.6%
10.0%

2.4%
3.2%
2.0%
2.5%

-0.4%
9.2%
-0.8%
8.8%

1.6%
3.9%
2.8%
28%

2.7%
6.5%
6.9%
62%

9.7%
9.7%
9.6%
9.6%

0.9%
-12%
2.8%
2.8%

6.5%
-2,4%
4.0%
9.2%

-15%
2.9%
0.8%
4.6%

5.4%
3.6%
3.3%
4.0%

9.0%
9.0%
9.1%
8.7%

4.8%
3.2%
2.4%
0.4%

9.6%
3.6%
6.4%
-1 .2%

Year
2003

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2004

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2005

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2006

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2007

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2008

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2009

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2010

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2011

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2012

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.3%
1.6%
2.5%
0.1%

4.5%
4.7%
3.4%
28%

8.3%
8.2%
8.1%
78%

3.2%
0.0%
4.0%
0.0%

2.0%
-2.8%
9.6%
-3.6%

4}n4 q»gun.:

1.9%
1.1%
3.0%
3.8%

25%
20%
2.6%
33%

7.7%
7.6%
7.3%
70%

2.0%
1.2%
1.6%
1.2%

1.2%
2.4%
0.0%
0.3%

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
45
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

-0.9%
4.6%
43%
2.1%

3.2%
42%
4.7%
4.5%

6.6%
6.2%
6.1%
5.7%

1.6%
3.6%
0.0%
-2.8%

0.3%
0.2%
0.0%
-0.8%

1st Q[l'.
2nd Qtr.
3rd Qtr.
4th Qtr.
2014

1st Qtr.
2nd Qtr
3rd Qtr,
4th QU
2015

1st Qtr
2nd Qtr
3rd Qtr.
4th Qtr.

0.6%
3.9%
2.0%
10%

3.5%
1.5%
1.1%
-08%

5.6%
5.4%
5.2%
50%

-0.2%
0.6%
0.0%
0.2%

»23%
1.2%
-1.8%
-0.9%

'GDs=Gross Domestic Product

Sourced Council of Economic Advisors, Economic Indicators, various issues



Tucson Electric Power Company
Test Year Ended June 30, 2015
Docket No. E-01933A-15-0322

RBM-8
Page 3 of 6

INTEREST RATES

Line Prime
US Treasury

T Bills
US Treasury

T Bonds
Year

Utility
Bonds

Ala

Utility
Bonds

As

Utility
Bonds

A

Utility
Bonds

Baa
9.03%
8.63%
8.19%
8.87%
9.86%
12.30%
14.64%
14.22%
12.52%
12.72%
11.68%
8.92%
9.52%
10.05%
9.32%
9.45%
8.85%
8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
6.77%
7.21%
7.88%
7.47%

_*Q
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Rate
7.86%
6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.86%
10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01 %
8.46%
6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91%
4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
3.27%

3 Month_
5.84%
4.99%
5.27%
7.22%
10.04%
11 .51 %
14.03%
10.69%
8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8. 12%
7.51%
5.42%
3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.44%
1 .62%
1.01 %
1.38%
3.16%
4.73%
4.41%
1 .48%
0.16%
0.14%
0.05%
0.09%
0.05%
0.03%
0.05%

1 g Yea;
7.99%
7.61%
7.42%
8.41 %
9.43%
11 .43%
13.92%
13.01%
11 .10%
12.46%
10.62%
7.67%
8.39%
8.85%
8.49%
8.55%
7.86%
7.01%
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%
4.61 %
4.01 %
4.27%
4.29%
4.80%
4.63%
3.66%
3.26%
3.22%
2.78%
1 .80%
2.35%
2.54%
2.14%

tn

9.44%
8.92%
8.43%
9.10%

10.22%
13.00%
15.30%
14.79%
12.83%
13.66%
12.06%
9.30%
9.77%
10.26%
9.56%
9.65%
9.09%
8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%
6.91 %
7.51%
8.06%
7.59%
7.19%
5.40%
6.04%
5.44%
5.84%
5.94%
5.18%
5.75%
5.24%
4.78%
3.83%
4.24%
4.19%
4.00%

10.09%
9.29%
8.61 %
9.29%

10.49%
13.34%
15.95%
15.86%
13.66%
14.03%
12.47%
9.58%
10.10%
10.49%
9.77%
9.86%
9.36%
8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.52%
8.24%
7.78%
7.37%
6.58%
6.16%
5.55%
6.07%
5.07%
6.53%
5.04%
5.45%
5.04%
4.13%
4.47%
4.25%
4.12%

10.96%
9.82%
9.06%
9.62%

10.96%
13.95%
16.60%
16.45%
14.20%
14.53%
12.96%
10.00%
10.53%
11.00%
9.97%

10.06%
9.55%
8.86%
7.91 %
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%
8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%
7.06%
5.96%
5.57%
4.86%
4.98%
4.80%
5.03%

[1] Note: Moody's has not published Ala utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic Indicators; Moody's Bond Record; Federal
Reserve Bulletin; various issues.
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RBM-8
Page 5 of 6

STOCK PRICE INDICATORS

Line
No Year

S&P
Composite_

NASDAQ
Composite DJIA

S&P
Dividend/Price

Ratio

S&P
EarningslPrice

Ratio
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

322.84
334.59
376.16
415.74
451.21
460.42
541.72
670.50
873.43
1,085.50
1,327.33
1,427.22
1,194.18
993.94
965.23
1,130.65
1,207.06
1,310.67
1,476.66
1,220.89
946.73
1,139.31
1,268.89
1,379.56
1,642.51
1,030.67
2,061.20

491 .69
$599.26
715.16
751 .65
925.19
1,164.96
1,469.49
1,794.91
2,728.15
2,783.67
2,035.00
1,539.73
1,647.17
1.986.53
2,099.03
2,265.17
2,577.12
2.162.45
1,841 .03
2,347.70
2,680.42
2,965.77
3,537.69
4,374.31
4,943.49

802.49
974.92
894.63
820.23
844.40
891.41
932.92
884.36
1,190.34
1,176.46
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33
3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441.15
8,625.52
10,464.88
10,734.90
10,169.13
9,226.43
8,993.59
10,317.39
10,547.67
11,406.67
13,169.96
11,262.61
6,676.16
10,662.60
11,966.36
12,967.06
14,999.67
16,773.99
17,690.61

4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %
4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61 %
3.24%
2.99%
2.78%
2.82%
2.56%
2.19%
1.77%
1.49%
1.25%
1.15%
1.32%
1.61%
1.77%
1.72%
1.83%
1.87%
1.86%
2.37%
2.40%
1.98%
2.05%
2.24%
2.14%
2.04%
2.10%

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11.96%
11.60%
8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41 %
6.47%
4.79%
4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3.17%
3.53%
2.95%
2.92%
3.84%
4.89%
5.36%
5.78%
5.29%
3.54%
1.86%
6.04%
6.77%
6.20%
5.57%
5.25%
4.59%

Source: Council of Economic Advisors, Economic Indicators, various issues.
https1//www.gpo.gov/fdsvs/browse/collection.action?coIlectionCode=ECOnl



Tucson Electric Power Company
Test Year Ended June 30, 2015
Docket No. E-01933A-15-0322

RBM-8
Page 6 of 6

STOCK PRICE INDICATORS

Line
No

s8.p
Composite

NASDAQ
Composite DJIA

S&P
Dividends/Price

Ratio

S&P
EamingslPrice

Ratio
2004

1st Qtr,
2nd Qtr.
3rd Qtr.
4th Qtr.

1,133.29
1,122.87
1,104.15
1,162.07

20495
1 _984.13
1 ,872.90
2,050.22

10,488.43
10,289,04
10,129.85
10,362.25

1.64%
1.71%
1.79%
1.75%

4.62%
4.92%
5.1B%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr
4th Qtr.

1.191.98
1,181.65
1,22591
1,262.07

2,056.01
2,012.24
2,14461
2,246.09

100648.48
10,382.35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.85%

5.11%
5.32%
5.42%
5.60%

2006
1st Qtr,
2nd Qtr
3rd Qtr.
4th Qff.

1,283.04
1,281,77
1,288.40
1,389.48

2,287.97
2,240.46
2,141.97
2,390.26

10,995.04
11,188.84
11,274.49
12,175.30

1.85%
1.90%
191%
1,81%

5.61%
5.86%
5.88%
5.75%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

1,425.30
1,496.43
1,490.81
1 ,494.09

2,444.85
2.552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488.43
13,502.95

1.84%
1.82%
1.86%
181%

5.85%
5.65%
5.15%
4.51%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

1,350.19
1_371665
1,251.94
909.80

2,332.91
2,426.25
2,290,87
1,599.64

122383.86
12,508.59
11,322.40
8,795.51

2.11%
210%
2.29%
298%

455%
4.05%
3.94%
1.65%

2009
1st Qtr.
2nd Qtr
3rd Qtr.
4th Qtr,

809.31
89223
996.68

1,088.70

1,485.14
1.731.41
1,985.25
2,162.33

7,774.06
8,327.83
9,229.93
10,172.78

3.00%
2.45%
2.16%
1.99%

0.86%
0.82%
1.19%
4.57%

2010
1st Qtr,

2nd Qtr,
3rd Qtr.
4th Qtr.

1,121.60
1.135.25
1,096.39
1,204.00

2,274.88
2,343.40
2,237.97
2,534.62

10,454.42
100570,54
10,390.24
11,236.02

1.94%
1.97%
2.09%
1.95%

521%
6_51%
6.30%
6.15%

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

2011
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr

1.302.74
1,319.04
1.237.12
1,225.65

2,741.01
2,766.64
2,61311
2,600.91

12,024.62
12,370.73
11,671.47
11,798.65

1.85%
197%
2.15%
2.25%

6.13%
6.35%
7.69%
6.91%

2012

1st Qtr.
2nd QU.
3rd Qtr.
4th Qtr

1,347.44
1,35039
140221
1,418.21

2,902,91
2,928.62
3,029.86
8_nm IIQ

12,839.80
12,785.58
13,118,72
13,14291

2.12%
2.30%
2.27%
2.28%

6.29%
6.45%
600%
6.07%

2013
1st Qtr,
2nd Qtr.
3rd Qtr.
4th Qtr

1,514.41
1,609.77
1.675.31
1,770.45

3,177.10
3,369.49
3,643.63
3,960.54

14,000.30
14,961 .28
15,255.25
t5,751.96

2.21%
2.15%
2.14%
2.06%

5.59%
566%
5.65%
5.42%

54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71

2014
1st Qtr
2nd QU
3rd Qtr.
4th Qtr.

1,834.30
1,900.37
1,975.95
201204

4,210.05
4,195.81
4,483.51
460788

16,170.26
16,60350
16,95385
17368.36

2.04%
206%
2.02%
2.03%

5.39%
5.26%
538%
497%

2015
1st Qtr.
2nd Qtr.
3rd Qtr
4th Qtr.

2063.46
2102.03
2,026.14
2,053.17

4821.99
5017.47
4,921.81
5,000.70

17806.47
18007.48
1706552
17,482.97

2.02%
2.05%
2.16%
216%

4.80%
450%
472%
4.23%

Source Council! of Economic: Advisors, Economic: Indicators, various issues
httus://www.goo.eov/fdsys/browse/coElection.a=:tion?collectioraCode=ECONI
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SurrebuttallSetttement Testimony of Robert B. Mease
Tucson Electric Power Company
Docket No. E-01933A-15-0322

1 EXECUTIVE SUMMARY

The Residential Utility Consumer Office's ("RUCO") has reviewed Tucson
Electric Power Company's rebuttal testimony, and proposed Settlement
Agreement in regards to its application for a permanent rate increase, filed
with the Arizona Corporation Commission on November 5, 2015, and
August 15, 2016, respectively, ("ACC" or "Commission") and RUCO
recommends the following:

Capital Structure - RUCO recommended a capital structure consisting of
49.97% cost of long-term debt and 50.03% cost of common equity. The
Company's and RUCO's recommended capital structure was adopted in the
Settlement Agreement.

Cost of Debt - RUCO is recommending and the Company has agreed that
the Commission adopt the Company's actual end of test year cost of long-
term debt of 4.32 percent.

Cost of Equity Capital - RUCO recommended a cost of common equity of
9.20% in direct testimony compared to the Company's original request of
10.35%. RUCO accepted the 9.75% in final settlement as this has been the
average authorized ROE's for State Jurisdictional Electric Utility Operations
(Vertically Integrated) during years 2015 and 2016 as published by SNL
Financial.

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Original Cost Rate of Return...- The Company has recommended and RUCO
is in agreement that the ACC adopt a 7.04 percent weighted average cost
of capital as the original cost rate of return ("OCR OR") for TEP. RUCO's
recommended rate of return represents the weighted cost of RUCO's
recommended cost of common equity and cost of debt, subsequent to
settlement discussions, and is 30 basis points lower than the 7.34 percent
weighted average cost of capital originally proposed by the Company.

33
34
35
36
37

Fair Value Rate of Return - RUCO is in agreement that the Commission
adopt a fair value rate of return ("FVROR") of 5.34 percent which includes
a rate of return on the fair value increment of rate base of 1.00°/0.

ii



4

1
Surrebuttal/Settlement Testimony of Robert B. Meese
Tucson Electric Power Company
Docket No. E-01933A-15-0322

1 INTRODUCTION

2 Q.

3

Please state your name, occupation, and business address.

I

4

5

My Name is Robert B. Mease. am the Chief of Accounting and Rates for

the Residential Utility Consumer Office ("RUCO") located at 1110 w.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7 Q. Have you previously provided testimony regarding this docket?

8 Yes. I filed testimony in this docket on June 3, 2016 specifically related to

9 TEP's Capital Structure, Cost of Debt, Cost of Equity, Original Cost Rate

10 of Return and Fair Value Rate of Return.

11

12 Q. What is the purpose of your surrebuttal testimony?

13

14

15

My surrebuttal testimony will address the settlement provisions as outlined

in the Settlement Agreement as filed by the Company on August 15, 2016.

RUCO believes that the terms as filed in the Settlement Agreement are just,

to reasonable, fair and in the public interest.

17

18 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

19 Q. Please summarize the recommendations and adjustments that you

20 will address in your surrebuttal testimony.

21 Based on the results of my analysis as well as final settlement discussions,

22 I am making the following recommendations:

A.

A.

A.

A.

1
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Surrebuttal/Settlement Testimony of Robert B. Meese
Tucson Electric Power Company
Docket No. E-01933A-15-0322

1

2

3

4

Cap_ital Structure - RUCO recommended a capital structure consisting of

49.97% cost of long-term debt and 50.03% cost of common equity. The

Company's and RUCO's recommended capital structure was adopted in the

Settlement Agreement. The Company has no short-term debt.

5

6 Cost of Debt RUCO is recommending that the Commission adopt the

7 Company's actual end of test year cost of long-term debt of 4.32 percent.

8

9

10

11

12

13

14

Cost of Equity Capital - RUCO recommended a cost of common equity of

9.20% in direct testimony compared to the Company's original request of

10.35% RUCO accepted the 9.75% in final settlement as this has been the

average authorized ROE's for State Jurisdictional Electric Utility Operations

(Vertically Integrated) during years 2015 and 2016 as published by SNL

Financial.

15

16

17

18

19

20

21

Original Cost Rate of Return - RUCO is recommending that the ACC adopt

a 7.04 percent weighted average cost of capital as the original cost rate of

return ("OCR OR") for TEP. RUCO's recommended rate of return represents

the weighted cost of RUCO's recommended cost of common equity and

cost of debt, subsequent to settlement discussions, and is 30 basis points

lower than the 7.34 percent weighted average cost of capital originally

22 proposed by the Company.

23

2



Surrebuttal/Settlement Testimony of Robert B. Mease
Tucson Electric Power Company
Docket No. E-01933A_15-0322

1 Fair Value Rate of Return - RUCO is recommending that the Commission

2

3

adopt a fair value rate of return ("FVROR") of 5.34 percent which includes

a rate of return on the fair value increment of rate base of 1.00%.

4

5 Q

6

Why do you believe that RUCO's recommended 1.04 percent OCR OR

and 5.34 percent FVROR are appropriate rates of return for TEP to earn

7 on its invested capital?

8

9

Both the OCR OR and FVROR figures that have been agreed to by RUCO,

TEP, and other intervening part ies meet the criteria established in the

10

11

12

landmark Supreme Court cases of Bluefield Water Works 8< Improvement

Co. v. Public Service Commission of West Virginia (262 U.S. 679, 1923)

and Federal Power Commission v. Hope Natural Gas Company (320 U.S.

13 391, 1944).

14

15 Q.

16

Does RUCO believe that their acceptance of the cost of equity and fair

value adjustment in this case bounds RUCO to the same in rate cases

17 go ing forward?

18

19

20

Absolutely not. If RUCO agrees with this position in this case it does not

presuppose that RUCO will recommend or agree to this return on equity or

fair value increment in future rate case applications.

21

22 Q. Does this conclude your testimony on TEP?

23 Yes, it does.A.

A.

A.

3
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Direct Testimony of Jeffrey m. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

EXECUTIVE SUMMARY

Tucson Electric Power Company ("TEP or Company") is an Arizona "C"
Corporation. TEP is a for-profit, certificated Arizona public service
corporation that provides electric utility service to various communities in
Pima County, Arizona. On November 5, 2015, TEP filed an application with
the Arizona Corporation Commission ("Commission") for a permanent rate
increase. The TEP corporate business office is located at 88 East Broadway
Blvd., Tucson, AZ 85702.

TEP Energy is a subsidiary of Fortis Inc., the largest investor-owned electric
and gas distribution utility in Canada. UNS Energy is based in Tucson,
Arizona and is the parent company of both Tucson Electric Power (TEP)
and UniSource Energy Services (UES). TEP serves more than 414,000
customers in and around Tucson, while UES provides natural gas and
electric service to about 243,000 customers in northern and southern
Arizona. Electric service is provided through a UES subsidiary called UNS
Electric, Inc., while natural gas service is provided through a subsidiary
called UNS Gas, Inc.

The Company utilized a test year ended June 30, 2015.

Rate Application denoted in thousands of_dollars; I

The Company-proposed rates, as filed, produce total operating revenue of
$1.051 billion, an increase of $109534 million or 11.64 percent, over
adjusted test year revenue of $941031 million. The Company-proposed
revenue will provide operating income of $165900 million and a 5.69
percent rate of return on its proposed $2.913 billion fair value rate base
("FVRB").

I

The Residential Utility Consumer Office ("RUCO") recommends rates that
produce total operating revenue of $959.254 million an increase of $17.387
million or 1 .85 percent, from the RUCO-adjusted test year revenue of
$941.867 million. RUCO's recommended revenue will provide operating
income of $134.398 million and a 5.20 percent return on the $2.582 billion
RUCO-adjusted FVRB.

I

RUCO recommends that the Company provide the Commission with an
annual report that documents the revenue normalization related to weather.

RUCO recommends that the Company in its next rate case filing not
commingle its sales, and provide a break out of its unbilled sales, weather
normalized sales, and customer annualized sales. FuNNer, that the

ii
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Tucson Electric Power Company
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H'

Commission put the Company on notice that failure to provide this
information may result in a disallowance of the entire adjustment.

that allEEI membership may be disallowed in the future if this
is not provided.

RUCO recommends that in the future it is incumbent on the Company to
provide all of the expense categories to support its membership expenses.
Further the Commission should send a strong message to the Company

information

Qther ltjerqsg

RUCO recommends that the current PPFAC not be modified.

RUCO recommends that the current LFCR not be modified.

RUCO recommends that the current ECA not be modified.

iii
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Tucson Electric Power Company
Docket No. E-01933A-_5-0332

I.

Q.

INTRODUCTION

Please state your name, occupation, and business address.

My name is Jeffrey M. Michlik. I am a Public Utilities Analyst V employed

by the Arizona Residential Utility Consumer Office ("RUCO"). My business

address is 1110 West Washington Street, Suite 220, Phoenix, Arizona

85007.

Q. Briefly describe your responsibilities as a Public Utilities Analyst V.

In my capacity as a Public Utilities Analyst V, l analyze and examine

accounting, financial, statistical and other information and prepare reports

based on my analyses that present RUCO's recommendations to the

Arizona Corporation Commission ("Commission") on utility revenue

requirements, rate design and other matters. l also provide expert

testimony on these same issues.

Q. Please describe your educational background and professional

experience.
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In 2000, I graduated from Idaho State University, receiving a Bachelor of

Business Administration Degree in Accounting and Finance, and I am a

Certified Public Accountant with the Arizona State Board of Accountartcy. I

have attended the Nationai Association of Regulatory Utility

Commissioners' ("NARUC") Utility Rate School, which presents for study

and review general regulatory and business issues. I have also aUerided

various other NARUC sponsored events.
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joined RUCO as a Public Utilities Analyst V in September of 2013. Prior to

my employment with RUCO, I worked for the Arizona Corporation

Commission in the Utilities Division as a Public Utilities Analyst for a little

over seven years. Prior to employment with the Commission, l worked one

year in public accounting as a Senior Auditor, and four years for the Arizona

Office of the Auditor General as a Staff Auditor.

What is the scope of your testimony in this case?

I am presenting RUCO's analysis and recommendations on TEP's

proposed revenue requirement for TEP's application for a permanent rate

increase. I am also presenting testimony and schedules addressing rate

base, operating revenues and expenses. In addition, Mr. Robert E. Mease

will be addressing Cost of Capital, and Mr. Frank w, Radigan will be

addressing plant, and rate design.
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Q. What is the basis of your testimony in this case?

I performed a regulatory audit of the Company's application and records.

The regulatory audit consisted of examining and testing financial

information, accounting records, and other supporting documentation and

verifying that the accounting principles applied were in accordance with the

Commission-adopted FERC Uniform System of Accounts ("USOA").
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Q. How is your testimony organized?

My testimony is presented in six sections. Section I is this introduction.

Section II provides a background of the Company. Section III is a summary

of the Company's filing and RUCO's rate base and operating income

A.

A.

A.

Q.
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1
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adjustments. Section IV presents RUCO's rate base recommendations.

Section V presents RUCO's operating income recommendations. Section

VI presents RUCO's recommendations on other issues identified during

RUCO's review of the application.
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6 BACKGROUND
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Q.

A.

Please review the background of this application.

Tucson Electric Power Company ("TEP or Company") is an Arizona "C"

Corporation. TEP is a for profit, certificated AriZona public service

corporation that provides electric utility service to various communities in

Pima County, Arizona. On November 5, 2015, TEP filed an application with

the Arizona Corporation Commission ("Commission") for a permanent rate

increase. The TEP corporate business office is located at 88 East Broadway

Blvd., Tucson, AZ 85702.
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Q.

A.

Can you provide additional background on UNS' corporate structure?
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TEP Energy is a subsidiary of Fortis Inc., the largest investor-owned electric

and gas distribution utility in Canada. UNS Energy is based in Tucson,

Arizona and is the parent company of both Tucson Electric Power (TEP)

and UniSource Energy Services (UES). TEP serves more than 415,000

customers in and around Tucson, while UES provides natural gas and

electric service to about 243,000 customers in northern and southern

Arizona. Electric service is provided through a UES subsidiary called UNS

Electric, Inc., while natural gas service is provided through a subsidiary

called UNS Gas, inc.
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Q.

SUMMARY OF FILING, RECOMMENDATIONS, AND ADJUSTMENTS.

Please summarize the Company's proposals in this filing.

Based on the Company's schedules filed on May 5, 2015, the Company has

proposed the following rounded to the nearest $1 ,000:

The Company-proposed rates, as filed, produce total operating revenue of

$1.051 billion, an increase of $109534 million or 11.64 percent, over

adjusted test year revenue of $941031 million. The Company-proposed

revenue wife provide operating income of $165900 million and a 5.69

percent rate of return on its proposed $2.913 billion fair value rate base

("FVRB").

The Residential Utility Consumer Office ("RUCO") recommends rates that

produce total operating revenue of $959,254 million an increase of$17.387

million or 1.85 percent, from the RUCO-adjusted test year revenue of

$941,857 million. RUCO's recommended revenue will provide operating

income of 3134.398 million and a 5.20 percent return on the $2.582 billion

RUCO-adjusted FVRB (see RUCO schedule JMM-1).

Q. For the purposes of this rate case, has RUCO accepted the

Company's gross revenue conversion factor of 1.6223?

Yes, see RUCO schedule JMM-2.

Q. Please summarize RUCO's rate base adjustments.
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The four rate base adjustments are presented below:A.

A.

A.
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Rate Base Adjustment No. 1 .- Post-Test Year Plant and Renewables - This

adjustment reverses the Company's pro-forma adjustment in the amount of

$72,576,295 net of depreciation.

Rate Base Adjustment No. 2 - Market Value TEP Headquarters - This

adjustment based on Commission Decision No. 60480, reduces the original

cost of the building to market value, and results in an adjustment of

$55,043,003 net of depreciation.

Rate Base Adjustment No. 3 - Jurisdictional Allocation - This adjustment

revises plant based and accumulated depreciation based on a revision to

the Company's Energy and Demand Allocation factors which results in an

adjustment of $138,422,327 net of depreciation.

Rate Base Adjustment No. 4 .. Allowance for Working Capital - This

adjustment applies to the cash working capital and the prepaid insurance

component of the Company's working capital allowance, and increases

cash working capital by $2,011,254.
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Q. Please summarize RUCO's operating revenue and expense

adjustments.

The seventeen operating income adjustment(s) are presented below:
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Gee_rating_ Income /3diustmen_t No._1 - This

adjustment removes $835,322 related to weather normalization that the

Company has not substantiated.

What_her Nornjglization

Qperating Income Adjustment No. 2 - Jurisdictional Allocation - This

adjustment decreases expenses by $1 t ,088,283 to account for a revision

to the Company's Energy and Demand Allocation factors.
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Operating Income Adjustment No. 3 - Reverse Credit Card Processing

Fees - This adjustment reverses the credit card processing fees in the

amount of $3,475,500 that the Company wants to spread to customers who

do not pay their bills with credit cards.
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Operating Income Adjustment No. 4 .-. Directors and Officers Liability

insurance .- This adjustment recognizes that this expense benefits both

ratepayers and shareholders and therefore RUCO recommends a 50/50

sharing of this cost. This reduces adjusted test year D80 expense by

$25,153
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Operating Income Adjustment ~No. 5 - Lobbying, Emplovee Recognition

Spot Awards, and Wellness Expense - These adjustments reduces

expenses that are not necessary to the provision of electric: service and

A.
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have been eliminated. These adjustments reduce adjusted test year

expenses by $548,924.

Operating Income Adiustment No. 6 .- Short-Term Incentive Program

Expense - This adjustment recognizes that this expense benefits both

ratepayers and shareholders and therefore RUCO recommends a 50/50

sharing of this cost. This adjustment reduces adjusted test year short-term

incentive program expense by $3,666,994

Operating Income Adjustment No. 7 - Supplemental Executive Retirement

Plant ("SERP") Expense - This adjustment removes SERP expense that

RUCO believes should not be borne by ratepayers, and is not necessary

for the provision of electric services. This adjustment reduces SERP

expense by $947,996.

Operating Income Adjustment No. 8 - Long-Term Incentive Expense (t'LTI")

.- This adjustment removes items that RUCO believes should not be borne

by ratepayers, and is not necessary for the provision of electric services.

This adjustment reduces injuries and damages expense by $1 ,520,946.
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Operating Income Adjustment No. 9 - Severance Pay .... This adjustment

removes items that RUCO believes should not be borne by ratepayers, and

is not necessary for the provision of electric services. This adjustment

reduces severance pay by $329,665.
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9
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Operating Income_Ad[u§tmer3_No. j_0_-__Edis0n Electric Institute ("EE_l")

Dues .- This adjustment recognizes that this expense benefits both

ratepayers and shareholders and therefore RUCO recommends a 50/50

sharing of this cost. This adjustment reduces EEl dues by $204,267.

Operating Income Adjustment No. 11 .- Overhead and Outages - This

adjustment removes the Company's pro forma projection of expenses from

2016 to 2024 that are not known and measureable and instead uses a

historical average from 2005 to 2015 to reflect overhaul and outages

expenses on a going forward basis. This adjustment reduces expenses by

$6,046,705

Qperating In_come Adjustment No. 12 -- Rate Case Expense - This

adjustment reduces estimated rate case expense by $80,000 to account for

what RUCO has determined to be just and reasonable.
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Operating Income Adjustment No. 13 -. Depreciation Expense

adjustment reduces depreciation expense related to the rate base

adjustments mentioned in the rate base section. tn addition, adjustments

were also made to Juan Unit 1 and Springerville generating stations, the

result of both adjustments reduces depreciation expense by $18,456,271 .

This
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Operating Income Adjustment No. 14 .- Depreciation Expense and Qtherj

Expenses Associated with TEP Headquarters .- This adjustment reduces

depreciation expense and increases/decreases other expenses related to

TEP Headquarters. This results in a net decrease adjustment of $8342,257
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Operating Income Adjustment No. 15 .- Propertv Tax Expense - This

adjustment reduces property tax expense related to post-test year plant in

the amount of $564,897.

Operating Income Adjustment No. 16 - Interest Svnchronization Expense -

This adjustment resynchronizes interest expense based on RUCK's

recommended rate base and weighted cost of debt and increases adjusted

test year income taxes by 82,116287.

Operating Income Adjustment No. 17 .- Income Tax Expense .- This

adjustment increases income tax by $21,317,602 to account for RUCO's

adjustments to operating revenues and expenses.

IV. RATE BASE

Fair Value Rate Base ("FVRB")

Did the Company prepare a schedule showing the elements of a

Reconstruction Cost New Depreciated ("RCND") Rate Base?

Yes. The Company derived its FVRB by taking the average of the Original

Cost Rate Base ("0CRi3") and RCND. This methodology has been

accepted by the Commission in prior decisions.
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Has RUCO presented its schedules to reflect OCRB, RCND and FVRB?

Yes. For purposes of this presentation, I have used the Company's OCRB

information as the starting point for RUCO's determination of the

Company/'s FVRB.
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U

Rate Base Summary

Q. Please summarize RUCO's adjustments to the Company's OCRB base

denoted in thousands.

RUCO's adjustments to the Company's rate base resulted in a net decrease

of $264 million, from $2.105 billion to $1.841 billion the decrease was

primarily due to following RUCO's adjustments: (1) Removal of post-test

year plant and post-test year plant - Renewables, (2) Market basing TEP

headquarters, (3) Jurisdictional allocations and (4) allowance for working

capital, as shown on schedules JMM-4, and 5.

Rate Base Adjustment No. 1

Year Plant - Renewables

Q. Has the Company proposed an adjustment to include post-test year

plant and post-test year plant - renewables?

Yes. The Company proposes to include post-test year plant in the amount

of $51,782,029 net of accumulated depreciation and post-test year plant -

renewable of $20,794,266 net of accumulated depreciation.

Remove Post-Test Year Plant and Post-Test

Q. Does RUCK agree with the Company's inclusion of post-test year

plant and post-test year plant - renewable?

No. For more details on RUCO's adjustment please see the direct testimony

of RUCO witness Frank W. Radigan.
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Q.

A.

What is RUCO's recommendation?

RUCO recommends removing all of the post-test year plant and post-lest

year plant - renewable, as shown in RUC() schedule JMM-6. in addition

A.

A.

A.
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RUCO has also removed the corresponding depreciation and property tax

expense, which will be discussed in the operating income section.

Q.

A. RUCO is proposing to reduce the amount paid for the TEP headquarters to

be consistent with a market base analysis that was ordered by the

Commission in Decision No. 60480. For more detai ls on RUCO's

adjustment please see the direct testimony of RUCO witness Frank W.

Radigan.

Rate Base Adjustment No. 2 - Market Base TEP headquarters

What adjustment is RUCO proposing?

Q.

A.

What is RUCO's recommendation?

RUCO recommends decreasing the TEP headquarter costs to Market Base

plant value, as shown in RUCO schedule JMM-7.

Q.

A. RUCO is proposing to change the energy and demand allocation factors

utilized by the Company. For more details on RUCO's adjustment please

see the direct testimony of RUCO witness Frank W. Radigan.

Rate Base Adjustment No. 3 - Jurisdictional Allocation

What adjustment is RUCO proposing?
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Q.

A.

What is RUCO's recommendation?

RUCO recommends decreasing net utility plant in service by $138,422,327,

as shown in RUCO schedule JMM-8.
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Q

Q.

A. Working capital measures the amount of investors' funds that must be used

to sustain the day to day operations of the Company, in this case on average

over a test year. In general the components of working capital are fuel

inventory, materials and supplies inventories, prepayments; and cash

working capital.

Rate Base Adjustment No. 4 - Allowance for Working Capita!

What is cash working capital?

Q. Has RUCO made adjustments to any of these components?

Yes. RUCO has reduced the Company's Directors and Officers ("D&O")

Insurance prepayments reflected in the allowance for working capital.

Similarly, RUCO has reduced the Company's D80 expense, which will be

discussed in greater detail in RUCO's Operating Adjustment No. 4. RUCO

recommends a sharing of these costs between ratepayers and shareholder.

In this case RUCO recommends a sharing of the D8<O prepaid insurance of

$41,658, RUCO recommends reducing prepaid D&O liability insurance by

$20,829 from $41 ,658 to $20,829, as shown in RUCO schedule JMM~9.
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RUCO has also adjusted the Company's cash working capital component

based on its operating income adjustments to flow through the Company's

lead-iag summary, and increases the cash working capital allowance by

$2,032,083 from negative $10,734,427 to negative $8,670,770, as shown

in RUCO schedule JMM-9.
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v. OPERATING INCOME

Operating Income Summary

Q. What are the results of RUCO's analysis of test year revenues,

expenses, and operating income?

RUCO's analysis resulted in adjusted test year operating revenues of

$941,867 million, operating expenses of $818,186 million and operating

income of $123680 million, as shown on schedules JMM-10 and 11.

RUCO made seventeen adjustments to operating income, as presented

below.

Operating Income Acyustment No. 1 - Weather Normalization

Q. Did RUCO ask the Company to provide the amount of adjusted test

year revenues related to its weather normalization adjustment?

Yes.

Q. What was the Company's response?
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In response to RUCO data request 7.01 the Company stated the following:

"The Company cannot break out the revenue adjustments by each

component as requested. The weather normalization and customer

annualization calculations are done separately for sales, but there is not a

clean separation due to the cross-term, and the revenues are not calculated

based on the separate components."

The Company did quantify that $3,854,000 of the $4,791,733 reduction to

test year revenue was related to unbilled revenue. The remaining $937,733

A.

A.

A.
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that can be charged in each transaction by the customer is $750. Additional

transactions would continue to be charged the full $3.50 convenience fee.2"

Although Mr. Dukes in his testimony states on page 58 line 9, the amount

is capped at $700.

Q. Did you examine the Company's pro forma adjustment for the

proposed transaction?

Yes. The Company stated the following under its notes/assumptions:

(1) Card usage is estimated to increase approximately 70% over three

years. 50% in year one and 10% in years 3 8< 4.

(2) To limit credit card usage, customers will be charged $1.00 on the 1st

credit card transaction during a billing cycle and pay entire cost on any

additional credit card transactions.

Q. Did RUCO request interrogatories of the Company's proposal and

pro formal adjustment?
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Yes. in response to RUCO data request 5.01 the Company stated that

years 1, 2 and 3 refer to years 2017, 2018 and 2019. The Company also

stated the estimates were made by two independent industry leaders and

not the Company. Currently the Company does not incur any of these

costs as the $3.50 fee is paid by the customer directly to the third party

vendor. Further, the Company stated that this would cause a cost shift.

2 ibid, line 21 page 5.
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A.
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Q . What is RUCO's recommendation?

RUCO recommends denial of this unnecessary cost shift because first it is

not based on cost of service .- cost causation. Second the adjustment

incorporates estimates of future years that are not known and measureable,

and third the Company has not shown that they are harmed financially

under the current methodology. RUCO has reversed the Company's

proposal and eliminated the credit card processing fees in the amount of

$3,475,500, as shown in RUCO schedule JMM-'l4.

Q.

A. D8<O liability Insurance is liability insurance that covers directors and

officers for claims made against them by shareholders or others for

decisions they may make.

Operating Income Adjustment No. 4 - Directors and Officers ("D8.0")

Liability Insurance Expense

What is D8to Liability Insurance?

Q. Has the Company requested that ratepayers bear the full burden of

this cost?

Yes.

I
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What is the total amount of D80 Liability Insurance included in

adjusted test year expenses?

$50,306.

A.

A.

Q.
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Q. What is RUCO's recommendation?

RUCO recommends a 50/50 sharing between ratepayers and shareholders,

since D80 Liabil i ty Insurance not only benef its ratepayers, but also

shareholders. Shareholders benefit from insurance coverage in litigation

cases brought against the Gompany's Directors and Officers. Shareholders

would also benef it f rom payments under this policy which may not be

recoverable from ratepayers. Similarly, it can be argued that ratepayers

benefit, since the Company can attract and retain directors and officers, and

provides them with some degree of  f reedom f rom personal l iabil i ty.

Therefore, it is reasonable for shareholders to bear a portion of the cost for

the D8<O liability insurance. RUCO recommends reducing D8<O liability

insurance by $25,180 f rom $50,306 to 825,180, as shown in RUCO

schedule JMM-15.

Operating Income Acuustment No. 5 Lobbying costs, Employee

Recognition, Spot Awards, and Wellness Expenses

Q. Has the Company asked ratepayers to pay for lobbying costs,

employee recognition, spot awards, and wellness expenses?

Yes.
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Did RUCO subsequently ask for the ACC jurisdictional ratio for these

expense categories in data request 11.15?

Yes. The Company provided the ACC jurisdictional amounts along with any

other adjustments made to these amounts.

A.

A.

Q.

A.
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Q. Is the Company asking ratepayers to pay for any wellness programs?

Yes. In RUCO data request 11.14 the Company is seeking recovery of

wellness program administrative expense of $53,133, and wellness

program expense of $117,642.

Q. Does RUCO believe these costs are necessary for the provision of

electrical services?

No, and these costs should be absorbed by the shareholders.

What is RUCO's recommendation?

RUC() recommends reducing administrative and genera! expense by

$548,924, as shown in RUCO schedule JMM-16.

Operating Income A¢#ustment No. 6 - TEP Short-Term Incentive Program

("PEP")

Has the Company asked for ratepayers to fund 100 percent of its

incentive compensation program?

Yes.
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Q.

A.

Briefly describe the PEP?

According to Company data request Uniform Data Request ("UDR") 1034,

lncenUves:

"All TEP non-union employees participate in UNS's short-term incentive

program ("PEP"), which is tied to annual compensation. The PEP

performance targets and weighting are based on factors that are essential

for the long-term success of the Company and are identical to the

A.

Q.

A.

A.

Q.

A.
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8

performance objectives used in its performance plan for other non-union

employees. in 2015, the objectives were (i) net income, (ii) managing long-

term O8<M, and (iii) excellent operations and safe work environment, which

include both quantitative and qualitative measures. The Compensation

Committee selected the goals and individual weightings for the 2015 PEP

to ensure an appropriate focus on profitable growth and expense control,

as well as operational and customer service excellence, and process

improvements. This balanced scorecard approach encourages all

employees to work toward common goals that are in the interests of UNS's

various stakeholders. The outcomes of which all benefit our customers in

the long run.

The financial and other metrics for the Company's 2015 Short-=Term

Incentive Compensation program were:

- Financial .- 60%

r Net Income - 40%

> Managing Long-term O8<M .- 20%

- Excellent Operations and Safe Work Environment - 40%"

What are the amounts of the PEP test year expense and Pro-forma

amount?
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The Company is requesting $6,929,542 in test year expenses and

$2,243,378 in post-test year expenses for a total of $9,172,920, as shown

in RUCO schedule JMM-17.

A.

Q.

20



41

Direct Testimony of Jeffrey M, Michlik
Tucson Electric Power Company
Docket Ng. E-01933A-15-0322

Q. Does RUCO agree with the calculation of the Pro-forma amount?

No. The Company has utilized a historic: two year average, but then has

imbedded a 2 percent increase each year. For example, the Company used

historic 2013 incentive expense data and then inflated this number by 2

percent for four years out to 2017. As a result this inflates your two year

historic data by $521,185 (i.e. $9,172,920 - $8,651 ,735)

Has RUCO recalculated this amount?

Yes. RUCO's has removed the 2 percent per year in f la tor that  was

imbedded in the historic data. RUCO then recommends as explained below

a sharing of the adjusted expense between shareholder and ratepayer.

Q.

A.

Does PEP benefit both ratepayers and shareholders?

Yes. As the Company stated above.

Q. What is RUCO's recommendation?

RUCO recommends that incentive compensation expense be reduced by

$3,666,994 after application of the ACC jurisdictional ratio, as shown in

RUCO schedule JMM-'17,

I
l
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Q.

Operating Income Acyustment No. 7 Supplemental Executive Retirement

Plan ("SERP") expense

What is a SERP?

A SERP is defined as "a deferred compensation agreement between the

company and the key executive whereby the company agrees to provide

\

A.

A.

Q.

A.

A.
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I

1

2

3

4

supplemental retirement income to the executive and his family if certain

pre-agreed eligibility and vesting conditions are met by the executive."3

Q.

5

What is the amount of SERP expense that the Company is seeking to

recovery from ratepayers in this case?

6

7

The Company is seeking to recovery $947,996 from ratepayers in this case.

Q.

A.

Does RUCO agree that ratepayers should pay for these costs?8

9

10

11

12

13

'14

15

16

17

18

No. RUCO does not consider the cost of supplemental benefits for high-

ranking officers necessary to the provision of electric service. Company

officials are already fairly compensated for their work and are provided with

a wide array of benefits including a medical plan, dental plan, life insurance,

long term disability, paid absence time, and a retirement plan. RUCO

believes that any excess or additional perks given to a select group of

employees should be borne by the Company's shareholders, and not

ratepayers.

Q.

A.

Has the Commission disallowed SERP in prior rate decisions?

4 n
I U Yes. See Southwest Gas (Decision No. 68487, dated February 23, 2006),

Arizona Public Service, (Decision No. 69663, dated June 28, 2007), and

UNS Gas (Decision No. 70011, dated November 27, 2007).

Did the Company request the recovery or' SERP costs in its last rate

case?

20

21

22

23

24

25 No.

3 Definitions from BoliColi.com

i

A.

A.

Q.
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Q. What is RUCK's recommendation?

RUCO recommends that $947,996 in SERP expenses be removed, as

shown on schedule JMM-18.

Q.

Operating Income Adjustment No. 8 - Long-Term Incentive ("LTl")

Compensation

What is the amount of LTI expense that the Company is requesting be

recovered by ratepayers in this case?

The Company is requesting that $1,683,829 in LTI be recovered from

ratepayers in this case.

Q. Did the Company ask for recovery of LTI expense in the last rate case

or the rate case before?

No.

Q.

.=
I

What was the Company's reason for not requesting LTI expense in the

previous two cases?

The Company stated in RUCO data request 5.2 that "because of the size of

the revenue request in the last rate case, the Company decided to not

request long-term incentive compensation in this last rate case, but

reserved the right to request it in this case."
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22

23

24

25

26

Q. How is the Company's LTd Plan administered?

Based on RUCO's interpretation which is  based on the Company's

statement below, long-term incentive compensation ties executive

compensation to the Company's financial results in the future.

23

A.

A.

A.

A.

A.
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1

2

3

4

"The Long-Term Incentive Compensation ("LTl") program is comprised of

Performance Units ("PU") and Restricted Stock Units ("RSU"). The program

is designed to: (1) place a focus on long-term performance, linking a

portion of the compensation of executive officers to the achievement

of multi-year financial results, and (2) serve as a retention tool for

executive talent. These objectives are achieved by a three-year vesting

schedule inherent in each annual LTl award. The PUs will result in cash

compensation to the extent that the three-year cumulative financial target is

achieved. RSUs also pay out in cash and vest over three years to serve as

a retention tool."

Q. Did the Company point to any benefits for ratepayers?

Yes. The Company states it will keep management and reduce long~term

operating costs in the future.

Q.

A.

What concerns does RUCO have with the LTI expense?

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

the LTI expense is already limited to adequately compensated

executives.

First,

23

24

Second, unlike the short-term incentive PEP program mentioned above, the

compensation is tied to financial performance, and nothing else which

benefits the Company and its shareholders. There is nothing tied to

reliability and quality of service for its ratepayers.

24

I

A.
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Third, if the program is successful and generates earnings for the Company

the Company should use its earnings to fund the on-going program, and not

ask that the burden to be placed 100 percent on ratepayers.

Fourth, the LTI compensation of the Company executive is tied to a three

year period of time related to the financial statements and to the Company's

stock price, this creates an incentive for the employee to make business

decisions from the perspective of shareholders, and therefore, there is an

alignment of interest between the Company executive and its shareholder.

RUCO believes it is not appropriate to ask ratepayers to bear the costs of

incentive plans designed to encourage utility executives to put the financial

interest of its shareholders ahead of its ratepayers. Especially since the

f inancial statements are strengthened by increases in utility rates and

underlying adjustor mechanisms that may be adopted. Higher rates are

beneficial for shareholders while higher rates are detrimental to ratepayers.

While cost containment is important to ratepayers, RUCO expects the

Company, as part of the regulatory compact to act in the best interest of its

customers and control costs with or without an incentive compensation

program.

1
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3

4

5
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Q
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26

Q. Does it  matter if  the LTI plan is reasonably benchmarked with Qther

peers?

No it does not matter that the Company's financial-based incentives are set

at a reasonable level, if it is determined by the Commission Thai these costs

A.

25
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an

are not reasonable for ratemaking purposes, as this commission has done

in the past.

What is RUCO's recommendation?

RUCO recommends the removal of all LTI expense, as shown in Schedule

JMM-19.

Operating Income Acyustment No. 9 - SeverancePay

Q. Has the Company asked for severance pay in this case?

A. Yes, the Company has asked ratepayers to pay for $365,688 in severance

pay expense in this case.

What is severance payout?

An employee is given a severance pay package after the employee

separates from the Company which may be the result of an early retirement,

layoff, resign or a termination.
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Q. Was the Company able to explain who was separated and why the

severance pay was paid?

No, the Company stated in response to Staff data request 7.14 that

"Individual severance agreements contain confidentiality agreements that

would preclude us from providing names of such employees and the details

of the circumstances resulting in the severance payment without their

consent. Although we cannot identify each employee individually, the

severance payments are generally made to employees at the middle

A.

A.

Q.

A.

Q.

26
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'I

2

3

management or professional Ievei or higher, and is consistent with requests

made in prior rate cases."

4 Q. Does RUCO believe ratepayers should pay extra compensation to

middle management or higher level management when they separate

from the Company?

No, this is a cost that should be borne solely by the shareholders.

Q.

A.

What is RUCO's recommendation?

RUCO recommends the removal of $329,665 in severance pay, as shown

in Schedule JMM-20.

5
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18

Operating Income Acyustment No. 10 - Edison Electric Institute ("EEl") Dues

Q. Did the Company remove any EEl Utility Air Regulation Group

("UARG") membership dues, or Contributions to the Edison

Foundation and Avian Power line?

No.

Q.

A.20

21

Whose interest do these groups represent?

These groups represent the interest of electric generators such as UNS and

TEP, donations and membership is purely voluntary, many of which are

political in nature, and may not be necessary for the provision of utility

services.

I
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A.

A.
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Rf

1

2

3

Q. Has the Company already reduced EE! Membership - USWAG, and EE!

Industry Issues for legislative advocacy?

Yes. The Company removed $79,368.

4

5

6

Q. What has the Commission recommended in prior Decisions?

The Commission recommended a reduction in EEl dues of49.93 percent in

Decision No. 71914 and 70860.

Q. How was this percentage determined?

The percentage was determined using the following NARUC Operating

Expense Categories:'*

NAF§_UC Operating Expense Categories

Legislative Advocacy

Regulatory Advocacy

Advertising

Marketing

Public Relations

Total Expenses

Percentage of Dues

20.38%

16.49%

1.67%

3.68%

. 7.71%

49.93%
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Q.

A.

Has RUCO updated this information from EEl?

23

Unfortunately RUCO cannot. After 2006, the EE] stopped providing this

information. RUCO believes after a series of regulatory partial

disallowances of EEl dues by Commissions across the nation, EEl decided

4 Based on the Edison Electric Institute Schedule of Expenses by NARUC Category For Core Dues
Activities for the Year Ended December 31, 2005.

28

A.

A.
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not to provide this information to NARUC, which it had previously done for

at least a decade.

Q. So in other words, the letter the Company received from EEl only

addresses one expense category- Legislative Advocacy?

Yes. The letter provides no information on the other eight expense

categories. it only makes sense that most of these costs have been shifted

elsewhere, but RUCO does not know where because EEl does not supply

an expense report anymore that has these details.

Q.

A.

What is RUCO's recommendation?

RUCO recommends a disallowance of 50 percent of these categories.

RUCO recommends that in the future it is incumbent on the Company to

provide all of the expense categories to support its EEl dues categories.

Further, the Commission should send a strong message to the Company

that all EEl dues may be disallowed in the future if this information is not

provided.
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In summary, RUCO recommends an additional disallowance of EE! dues in

the amount of $204,261 as shown in RUCO schedule JMM-21.

Operating Income Acyustment No. 11 - Overhaul and Outage Expense

Q. Is RUCO recommending a reduction to the Company's pro forma

adjustment to Overhaul and Outage Expense?

Yes. RUCO is proposing a reduction to test year expense by $6,046,705

29

A.

A.
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h

!

I

Q. How did the Company calculate their test year adjustment to this

expense?

The company computed an estimated average annual cost based on

projected amounts for years 2016 through and including 2024, for each

plant. The projected cost for each type of overhaul, major and minor was

then applied to the frequency for each plant where a major or minor

overhaul was projected to occur. The projected average was then compared

to the test year amount, and a pro forma adjustment was made.

Q.

A.

Why does RUCO disagree with methodology used by the Company?

First, projecting costs from 2016 through 2024, does not comply with sound

rate making principles of costs being known and measurable. Second,

Arizona uses a historic test year and not a future test year for determining

rates. Third, using estimate costs always results in errors. Finally, the

Company will likely file a new rate case before 2024 with more accurate

cost data.

Q.

A.

Does RUCO have any other concerns?

Yes. Future EPA regulations could cause the rapid closure of the

Company's remaining coal fleet, in which case the Company would pocket

any customer prepayments. Therefore, it seems unwise to shift the risk to

customers and have them prepay these estimated future costs.

Q.

A.

is there anything else that RUCO examined?
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Yes, RUCO looked at the pro forma adjustment the Company proposed in

its last rate case.

A.

30
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Q . What were the results?1

2

3

4

As can be expected with projections into the future, the amounts and timings

of the overhauls were different than what the Company had projected in its

last case.

Please describe RUCO's methodology and recommendation?

I
I
I

!
_

From the Company's pro forma excel worksheet RUCO utilized historical

data from 2005 to 2015 to develop an average cost which includes both

major and minor repairs. RUCO then compared this average to the test year

amount, and made a pro forma adjustment, as shown on Schedule JMM-

22.

Operating Income Ac#ustment No. 12 - Rate Case Expense

Q. What has the Company requested as an estimate of rate case expense

to be authorized in this case?

The Company has its estimated $1,210,000 in rate case expense to be

amortized over 3 years.

5
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44.

l l

21 A.

22

23

24

What was the amount of Rate Case Expense requested and authorized

by the Commission in prior cases?

in Decision No. 70628 (dated December 1, 2008), the Company requested

$900,000 in estimated rate case expense and was authorized $900,000. in

Decision No. 73912 (dated June 27, 2013), the Company requested

$1,415,000 in estimated rate case expense and was authorized $900,000

according to the Company in its response to RUCO 5.4.25

26

A.

A.

Q .

A.
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Q. When asked, did the Company explain the difference between this

case and the prior case thatwouid necessitate an increase in rate case

expense?

Yes. The Company in response to RUCO data request 11.03, stated that

"In the previous rate case, the Company included a $140,000 Tax

Adjustment Study and a $180,000 Generation Decommissioning Study in

its estimate of rate case expenses. Since these studies were not performed

for the current rate case, no estimated was included in the current request

for rate case expenses."

Q. What does RUCO recommend as a reasonable allowance for rate case

expense in this proceeding?

RUCO recommends $950,000 in rate case expense to be normalized over

three years, as shown is RUCO Schedule JMM-23.

Operating Income Acuustment No. 13 - Depreciation Expense

Q. Please explain the removal of Depreciation Expense from Post-Test

Year Plant and Post-Test Year Plant .-. Renewables?

A/"\. As explained earlier in Rate Base Adjustment No. 1, this adjustment is a

companion entry that removes the depreciation expense related to Post-

Test Year Plant and Post-Test Year Plant .- Renewables. As a result, RUCO

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

has removed $8,931,022 from operating expenses as shown in RUCO

Schedule JMM-24.

in addition, RUCO has adjusted the depreciation expense related to San

Juan Unit 1 and Springerville in the amount of 89325, 249, as also shown

A.

A.
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in this schedule. For more information on this adjustment see the direct

testimony of Frank W. Radigan.

Operating Income Acyustment No. 14 - Depreciation Expense and Other

Expenses Associated with TEP Headquarters

Q. Please explain the adjustment to depreciation expense and other

expenses associated with TEP headquarters?

As explained earlier in Rate Base Adjustment No. 2, this adjustment is a

companion entry that adjusts depreciation expense and other expenses

associated with the market basing ofTEn Headquarters. As a result, RUCO

has removed $942,257 from operating expenses as shown in RUCO

Schedule JMM-25.

Operating Income Acuustment No. 15 - Remove Property Tax Expense for

Post-Test Year Plant and Post-Test Year Plant - Renewables.

Q. Please explain the removal of Property Tax Expense for Post-Test Year

Plant and Post-Test Year Plant - Renewables?

As explained earlier in Rate Base Adjustment No. 1, this adjustment is a

companion entry that removes the property tax expense related to Post-

Test Year Plant and Post-Test Year Plant- Renewables. As a result, RUCO
|
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has removed $564,897 from operating expenses, as shown in RUCO

Schedule JMM-26.
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Operating Income Acyustment No. 16 - Interest Synchronization

Q. Please explain interest synchronization?

A. An interest synchronization adjustment is done to insure that the revenue

requirement reflects the tax savings generated by the interest component

of the revenue requirement. The interest synchronization expense is

calculated by multiplying the rate base by the weighted average cost of

debt. The combined state and federal income tax rates are then applied to

the resulting interest deduction difference to determine the income tax

expense adjustment.

Has RUCO made an adjustment for interest synchronization?

Yes. Since the Company's rate base differs from RUCO'S recommended

rate base, an adjustment was required. RUCO's adjustment increases

interest synchronization by $2,116287, as shown is RUC() Schedule JMM-

27.

Operating Income Aoyustment No. 17 - Income Tax Expense

Has RUCO adjusted income taxes as a result of i ts adjustments,

mentioned above?
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Yes. RUCO applied the statutory state and federal income tax rates to

RUCO's taxable income. As a result, RUCO has increased income tax

expenses for the adjusted test year by 3`>2l,317,602, as shown in RUCO

schedule JMM-28.

A.

A.

Q.

34



C

a

Direct Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-t5-0322

VI. OTHER ISSUES

Adjustors

Q. Has the Company asked to make modifications to its Commission

approved existing adjustors?

Yes, the Company has asked adjustments be made to the Purchased

Power Fuel Adjustment Clause ("PPFAC"), Environmental Compliance

Adjustor ("ECA"), and Lost Cost Fixed Recovery ("LFCR") adjustors.

Changes to the PPFAC

Q. Has the Company asked to have its PPFAC modified?

A. Yes. The Company proposes the following:

» The changes include modifying the PPFAC rate to adjust monthly based

on a historic 12-month rolling average (as compared to changing the

PPFAC rate once a year).

s In addition, the Company is proposing that the PPFAC rate be calculated

as a percentage of a customer's base fuel rate, rather than as a single

per kilowatt hour (kph) energy rate that is applied to all customers.
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Does RUCG agree with the Company's proposed adjustments?

No. RUCO has concerns the current percent band reduces the impact of

the PPFAC to ratepayers. The base rate annual adjustment also exposes

the ratepayers to more risk, which has not been compensated by a

reduction in the Company's return on equity. RUCO recommends that the

current PPFAC not be modified.

I
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9ha_n99§ t_o thQ.LFCB

Q. Has the Company asked to have its LFCR mechanism modified?

A. Yes.

The Company has proposed that it be allowed to recover 100 percent of

lost fixed costs attributable to generation (currently zero) and to be

allowed to recover 100 percent of demand revenues (currently 50

•

9

•

percent).

The Company wishes to increase the cap from 1 percent to 2 percent of

test year revenues.

The Company is also proposing to simplify the percentage-based LFCR

Adjustment to be a single rate applied to customers' bills, rather than

split the adjustment into two separate rates for Energy Efficiency ("EE")

and Distributed Generation ("DG").

Putting aside the legal issues surrounding the LFCR, what is RUCO's

recommendation?
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Any increase in the percentage cap or recovery of 100 percent generation

and 100 percent of demand revenues exposes ratepayers to more risk,

which has not been compensated by a reduction in the Company's return

on equity. Further, the commingling of DG and EE line items in the

customer's bill will only serve to confuse the customer, and for accounting

purposes does not provide transparency. RUCO recommends that the

current LFCR not be modified.

A.

Q.
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Q. What has been RUCO's position in the past regarding the LFCR, in this

case and in other cases?

RUCO has agreed in the past not to oppose the LFCR as long as the LFCR

provided an opt-out provision for ratepayers. RUCO has never said the

LFCR qualifies as a legal adjustor mechanism. RUCO did not oppose the

LFCR as paN of the previous settlements because the opt-out provision

provided ratepayers with an undisputed legal option to address the

Company's fixed-cost concerns.

Q. With the advent of the recent Court of Appeals decision regarding the

System Improvement Benefit ("SlB") Mechanism, has RUCO changed

its position on the LFCR?

No. RUCO is reviewing the legality of the LFCR in light of the Court's

opinion.

ranges to the ERA

What is the ECA and how does it work?Q.

A. As stated on the Company's website "The ECA is a charge that allows TEP

| to recover a portion of the expenses for improvements made et TEP's power

plants. These improvements are necessary to comply with environmental

standards required by federal or other governmental agencies.
I
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Typically, the Arizona Corporation Commission (ACC) conducts an annual

review of the ECA, approving a rate adjustment that takes effect in May and

is used to calculate customer bills for 12 months.

A.

A.
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l

The rate, which is effective from May 1, 2016 through April 30, 2017, will be

$0.000250 per kilowatt hour (kwh). For a residential customer with average

monthly usage of 800 kph, this will result in an approximate increase of

about 5 cents."

Q. What changes does the Company propose?

The Company proposes to modify the ECA by: 1) increasing the cap on

annual recovery through the ECA from .25 percent to .50 percent of prior

test year revenues to help smooth the rate impacts of compliance with new

environmental regulations and 2) converting the cap to a percentage based

cap, which will allow for more equitable recovery from all classes.

Q. Putting aside the legal issues surrounding the ECA, what is RUCC}'s

recommendation?

The Company has not shown that i t  has been harmed by the under

collection of revenues. Further, any increase in the percentage cap exposes

ratepayers to more risk, which has not been compensated by a reduction in

the Company's return on equity. RUCO recommends that the current ECA

not be modified.
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Q. Does your silence on any issue in this rate Hung preclude you from

addressing these issues in future testimony?

No, it does not.

Q.

A.

Does this conclude your direct testimony?

Yes.

A.

A.

A.
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  S UP P LE ME NTAL RE S P ONS E  TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE

CAS E
DOCKET NO. E-01933A-15-0322

Ma y 2, 2016

I

RUCO 7.06

Dire ctor a nd Office rs  ("D&O") Ins ura nce  - P le a s e  a ns we r the  following que s tions  a s  the y re la te
to D840 insurance  tha t the  Company is  s ee ldng to recover in the  tes t year:

c.

d.

April 18, 2016

a . Wha t is  the  amount of prepa id D&4 ins urance  included in worldng capita l?

b . Is  prepa id D840 insurance  included anywhere  e ls e  in ra te  base?  If so, provide  the  amount
and ra te  base  category.

What is  the  amount of D&4 expense  recorded in tes t year opera ting expenses?

in c. above provide  the  FERC opera ting expense  accounts  a long with the  amounts  recorded
in e a ch (Ag. a dminis tra tion).

RES P ONS E:

TEP is  in the  proces s  of ga the ring this  information and will provide  it a s  s oon as  pos s ible .

R E S P ONDE NT:

Rico Ra mire z / Ge orgia  Ha le

WITNE S S :

FrarN< Marino

S UP P LENIENTAL RES P ONS E: Ma y 2, 2016

a. The re  is  $41,658 of D840 ins urance  included in working capita l.

b . No .

c.

d.

RES P ONDENT :

Riga  Ramirez / Georgia  Ha le

WITNES S  :

Da lla s  Dukes

$50,306. P lease  see  STF 7.18.

$50,306 in FERC Account 925.

Arizona Corporation Commission ("Colnniission")
Fortis Inc. ("For*ris")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Develnprnent Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc,("UNS Gas")

I



Revenue that belongs to the following adjustments:

unbilled sales, weather normalized sales, and

customer annualized sales

Residential

General Service

Large General Service

Large Power Service

Lighting

(1,199,320)

1,292,715

(1,284,111)

227,265

25,717
TOTAL COMPANY (937,733

TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
April 18, 2016

RUCO 7.01

Weather Normaliza tion and Cus tomer Annualiza tion __ P lease  break-out the  Company's  pro-forma
a djus tme nt for we a the r norma liza tion a nd cus tome r a nnua liza tion in the  a mount of ne ga tive
$(4,79l,733) into the  following compone nts :

a. The  revenue  component tha t is  re la ted to wea ther normaliza tion.

b. The  revenue  component tha t is  re la ted to cus tomer annualiza tion.

c. The  expense  component(s ) by FERC number tha t a re  re la ted to the  weather normaliza tion.

d. The expense  component(s ) by FERC number that are  re la ted to the  cus tomer annualization.

Further, please  break-out these  four components  by cus tomer clas s  (Ag. res identia l s e rvice , small
genera l service , la rge  genera l service  e tc.)

RES P ONS E:

a /b. The Company cannot break out the  revenue adjus tments  by each component as  reques ted,
The  weather normaliza tion and cus tomer annualiza tion ca lcula tions  are  done  separa te ly for
s a le s , but the re  is  not a  clean s epa ra tion due  to the  cros s -te rm, and the  revenues  a re  not
ca lcula ted based on the  s epara te  components . See  RUCO 7.05 for more  de ta ils . While  an
e xa ct s e pa ra tion ca nnot be  done , the  $(4,79l,733) a mount ca n be  cla rifie d s ome . The
Company has  a  ca lcula ted revenue amount based on billed sa les  and a  ca lcula ted revenue
a mount for the  tota l a djus te d s a le s  (bille d+unbille d+we a the r norma liza tion+cus tome r
a nnua liza tion). The s e  numbe rs  ca n be  found in the  file  "Ra te  Ca s e  2015 TEP  Normlzd
RevandS a le s RedactedVers ion-CompS enConf.xls x" provided M re s pons e  to UDR 1.001.
The difference  be tween the  two se ts  of numbers  is  $(937,733). That is  to say, the  combined
tota l of the  unbille d s a le s  a djus tme nt, the  we a the r norma lize d s a le s  a djus tme nt, a nd the
cus tome r a nnua liza tion a djus tme nt is  a n a djus tme nt of $(93'7,733). This  ca n be  broke n
down by cla s s  a s  follows :

Note  tha t no we a the r norma liza tion is  a pplie d to the  La rge  P owe r S e rvice  a nd Lighting
classes . The $(937,773) is  the  difference between tes t year billed revenues  and the  adjus ted
re ve nue s  which include  a  pre cis e  unbille d re ve nue  ca lcula tion ba s e d on the  te s t ye a r
unbilled s a les . The  remaining $(3,8540000) is  the  accounting booked unbilled revenue  for
the  tes t year used s imply to gross  up to the  tota l booked revenue  in the  tes t year.

P le a s e  s e e  the  file  "Ra te  Ca s e  2015 TEP  Normlzd Re va ndS a le s Re da c te dVe rs ion-
CompS enConf.x1s x" provided in re s pons e  to UDR 1.001 for the  de ta iled breakout of the
revenue adjus tments  by cus tomer classes .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TOP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



kph Sales

General Sewlce

(excludes

subaccount 5203) Large General Service

Residential

(excludes

subaccount

5611)

Lighting

(includes

Large Power subaccounts

Service (includes 5011 and

mining) 5203) Total

Billed Sames

Unbi\1ed Sales

Customer Adjustment'

Weather Adjustment

2,023,064,349

(1,912,480)

0

0

38,616,889

321,271

1,936

0

2,126,869,990

6,960,891

(161,632)

(1,233,179)

1,191,728,770

(2,189,520)

(14,954,584)

2,905,490

3,672,758,964

3,837,839

4,537,296

(29,391,977)

9,053,038,962

7,018,000

(10,576,983)

(27,719,667

Sales Adjustment (1,912,480)(14,238,514)5,566,080 323,207(21,016,842) (31,278,649

Adjusted Sales 2,132,435,0703,651,742,122 2,021,151,859 38,940,0961,177,490,156 9,021,760,313

41

TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
April 18, 2016

E

Although the  Company cannot separa te  the  revenue  impact of the  various  adjus tments , the
Company can separa te  the  sa les  adjus tments  with the  caveat tha t the  cus tomer adjus tment
includes  cros s  te rms  from the  unbilled and wea the r adjus tments . The  table  be low breaks
the  sa les  adjus tments  out based on the  da ta  from above mentioned tile .

1 Includes cross terms of unbilled and weather on the customer adjustment

c/d. The expense components are not weather normalized and customer annualized.

RESPONDENT:

Greg Strand

wiTnEss :

Craig Jones

-

I

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services  ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eleclric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
April 18, 2016

RUCO 7.02

We a the r Norma liza tion -- P le a s e  provide  the  s ta rting ye a r a nd month a nd the  e nding ye a r a nd
month tha t the  Company used to code  its  da ta  into its  mode l.

RES P ONS E:

For purposes  of solving for the  coefficients  used in the  weather normaliza tion model, the  Company
used a  fitting period of J anuary 1993 through June  2014. The  period represents  the  entire  range  of
his torica l UPC da ta  ava ilable  to the  Company.

RES P ONDENT :

Greg S trong

WITNES S  :

Craig Jones

-
i
I

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0-22
April 18, 2016

R UC O 7.03

Wea the r Norma liza tion - P lea s e  provide  the  re s ults  and adjus tment to te s t-yea r revenue  by yea r
Linde r the  Compa ny's  ne w mode l if a  nine  ye a r, e ight ye a r, s e ve n ye a r, s ix ye a r, five  ye a r, four
year, and three  year model were  used. In addition, please  provide  the  s ta tis tica l outputs , such as  p-
values  and r-squared values  associated with each year reques ted above.

RES P ONS E:

The Company obi ects  to the  reques t as  it is  overly burdensome. The time required to generate  each
of the  mode ls  above  and to ca lcula te  the  tota l adjus ted revenue  is  s ignificant. P leas e  s ee  RUCO
7.05b for an explana tion as  to why this  process  is  highly burdensome and resource  intens ive .

For the  mode l s ta tis tics  of the  mode l the  Company used for the  wea ther nonna liza tion, please  s ee
file  RUCO 7.03 TEP  We a the r Norma liza tion Mode l S ta tis tics .pdf, Ba te s  Nos . TEP \0Zl852-
021889.

R E S P ONDE NT:

Greg S trong

WVITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UuiSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0-22
Ap ril 18, 2016

RUC() 7.04

Weather Normaliza tion - P lease  provide  the  results  and adjus tment to tes t-year revenue  under the
Compa ny's  ne w mode l if a  fifte e n ye a r, twe nty ye a r, twe nty five  ye a r a nd thirty ye a r mode l we re
us e d. in a ddition, ple a s e  provide  the  s ta tis tica l outputs , s uch a s  p-va lue s  a nd r-s qua re d va lue s
associa ted with each year reques ted above.

RESPONSE:

Please refer to RUCO 7.03 .

RESPONDENT:

Greg Strong

WITNESS :

Craig Jones

_
_

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, inc. l"UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  S EVENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
April 18, 2016

RUCO 7.05

Weather Normalization - Based on the  weather normalization model se lected by the  Company,
please answer the following questions:

P le a s e  provide  the  we a the r norma liza tion e qua tion tha t the  Compa ny us e d to
increase /decrease  te s t yea r revenues , and supporting documenta tion, if not a lready
provided.

In a  brief narra tive  please  expla in how the  weather normaliza tion equation was used to
increase or decrease the different customer classes (Ag. residential).

RESPONSE:

There  is  no s ingle  equa tion tha t was  used by the  Company to increa se  or decrea se  revenues
ba se d on the  we a the r norma liza tion a djus tme nt. Us ing the  ca lcula tions  provide d be low, the
Com pa ny p roduc e d  a  we a the r norm a liz e d  s a le s  a d jus tm e n t (kph) fo r the  re s ide n tia l,
commercia l, and sma ll industria l/la rge  gene ra l se rvice  cla sses . The  wea the r norma lized sa le s
a djus tme nt is  split pro-ra ta  from the  cla ss  le ve l down to the  suba ccount le ve l. Like wise , the
Compa ny ta ke s  the  cla s s  unbille d s a le s  a nd s plits  this  down to the  s uba ccount le ve l. The
Company then e s tima te s  sa le s  due  to the  bill adjus tment for e ach subaccount leve l. These  3
adjus tments  a re  added to the  billed sa le s  for the  subaccount to a live  a t a  tota l adjus ted sa le s
amount. It is  on this  tota l adjusted sa les  amount tha t the  adjusted revenue  is  ca lcula ted.

For clarification pulposes, total adjusted sales (kph) are  aniseed at using the following:
Tota l Adjus ted Sales

_: Billed Sales + Unbilled Sales + Weather Adjustment
+ Customer Annualization Sales Adjustment.

The weather adjustment component is defined as:

Weather Adjustment

where:

Actual Customers * Weather UPC Adjustment,

Weather UPC Adjustment = AUPC
- ((AveT* Take + AbeTS * Tazve + AveTC * Ta3,,2)

. (AveT * Tactual + AveT.S' * Tazctual + AveTC * Ta3ctual))
+ ((Ave DP * Drave + AveDP.S̀  * DPa2ve + AveDPC * DPa3v€)
- (Ave DP * Tactual + AveDPS >: DP2ctual + AveDPC DP3ctual))

withe

UP C = Use  P e r Cus tome r

Ave T = Average  Tempera ture  coe fficient

Ab e TS  : Average  Tempera ture  Squared coefficient

Aue TC '= Average  Tempera ture  Cubed coe fficient

Arizona Corporation Commission ("Commission")
Fortis Inc. ("For"ris")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

b.

a.

a.

UniSQurce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC, ("UNS Gas")
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TUCSON ELECTRIC PQWER COMPANY'S RESPONSE TO RUCO'S SEVENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0-22
April 18, 2016

Ave DP = Average Dew Point coefficient

Ave DP S  = Average Dew Point Squared coefficient

Ave DP C = Average Dew Point Cubed coefficient

T(lv€ 10 year average of average hourly temperature for a month

Ta ctua l Actual average hourly temperature for a month

DPQuE 10 year average of average hourly dew point for a month

Ta c tua l Actual average hourly dew point for a  month.

Running through an example, the residential UPC adjustment for May2015:

AUPC = ((-95.297876*78.892 + 0.7783679*6224.007 + 0*491026.699) - (-

95.297876*74.172 + 0.7783679*5501.416 + 0*408048.469)) + ((_5.3743299*25.48 +

0.1156285*649.147 + 0*16539.211) - (-5.3743299*32.284 + 0.1156285*1042.227 +

0*33646.802)).

Vfhich simplifies to:

AUPC ;= ((-2673.709) .- (-786.264)) + ((-6l.869) .-- (-52.991)) : 112.555 .- 8.878

AUPC = 103.677 kwh/customer.

The unfounded UPC adjustment is then applied to the unadjusted customer counts for the

month to obtain the weather adjustment for the class, Thus, the weather adjusted sales are

defined as:

Weather Adjusted Sales : Billed Sales + Unbilled Sales Adjustment +
Actual Customers * AUPC.

The weather adjustment  is  then spl i t  among the different  subaccounts  based on the

proport ion of b i l led+unbil led sales  the subaccount had when compared to the class

bil1ed+unbil1ed sales.

The customer annualization sales adjustment component is:

Customer Annuczlization Sales Adjustment

Bills Adjustment.

Weather Adjusted Sales *
Eilis

Please note dart the Customer Annualization Sales Adjustment is done by subaccount

instead of by class. Looking at the 5000 Subaccount for May 2015:

-637
_
_

Customer Annual ization Sales A dj1Ls t1ne11t5ubacc0um 5000
256,821,656

336,728
-485,805

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TOP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON E LE CTRIC P QWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0-22
April 18, 2016

S umming the  wea the r adjus ted s a le s  and the  cus tomer annua liza tion s a le s  adjus tments , the

tota l a djus te d s a le s  for s uba ccount 5000 for Ma y 2015 is  256,335,852 kph. To s e e  we a the r

adjus ted s a le s  and cus tomer annua liza tion adjus ted s a le s  for each month for the  re s identia l,

comme rc ia l a nd  s ma ll indus tria l c la s s ,  re fe r to  the  "Re s ide n tia l",  "Comme rc ia l",  a nd

"Indus tria l" (s ubaccounts  5300, 5305, and 5322 a re  a ls o re fe rred to a s  the  s ma ll indus tria l or

la rge genera l s e rvice subaccounts ) sheets in the "Rate Case 2015 TEP Normlzd

RevandSalesRedactedVers ion-CompSenConf.xlsx" file  respective ly. It is  this  tota l adjus ted kph

amount tha t is  used to ca lcula te  the  tota l adjus ted revenue for the  month of May for subaccount

5000. This  proce s s  ca n be  s e e n by looking a t the  "5000" s he e t in the  s a me  file . The  tota l

adjus ted revenue  is  ca lcula ted from this  fina l Tota l Adjus ted Sa les  number.

For s upporting documenta tion for the  wea the r norma liza tion mode l s e lection proces s  plea s e

s e e  the  docume nt file d in re s pons e  to S TFl.06 "2015 TEP 's  Loa d Fore ca s t Me thodology

(Fina l).pdt", pa ge s  8 - 17.

b. Once  the  tota l a djus te d s a le s  a mounts  a nd a nnua lize d cus tome r counts  a re  ge ne ra te d, the
revenue  is  ca lcula ted bas ed on thes e  amounts . Each billing component is  adjus ted to re flect
these  adjus tments  in tota l, ra ther than individua lly. To illus tra te  this , cons ider subaccount 5000
or the  s ta nda rd re s ide ntia l ra te . The  cus tome r count is  a nnua lize d, but due  to the  timing of
billing cycle s , the  bills  a re  a djus te d to re fle ct the  ra tio of bills  to cus tome rs  ba s e d on the
a nnua lize d cus tome r counts . In a ddition to the  bill ra tio, the s e  a djus tme nts  mus t a ls o re fle ct
the  s ingle  to thre e  pha s e  bill count ra tio for s ingle  a nd thre e  pha s e  s e rvice . Aga in, this  is
pe rforme d on a  pro-ra ta  ba s is  to re fle ct the  una djus te d a ctua l ra tio of s ingle  to thre e  pha s e
service . With the  s a les  da ta , the  tota l adjus ted s a les  mus t be  run through each of the  diffe rent
billing compone nts . S pe cifica lly, for s uba ccount 5000, this  include s  the  s e a s ona l a lloca tion
be twe e n s umme r a nd winte r ra te s  a nd the  a lloca tion to the  va rious  kph tie rs . The  s e a s ona l
s plit was  a lloca ted on a  pro~ra ta  ba s is  s plitting the  kph be tween winte r and s ummer ra te s  a t
the  s ame  proportion as  the  actua l monthly proportion. The  kph tie r' a lloca tion was  done  a t the
pe r bill le ve l. Ea ch bill during the  month wa s  a lloca te d a  proportiona l a djus tme nt for unbille d
a nd we a the r a djus tme nts . To a lloca te  cus tome r a nnua liza tion, a djus te d bills  we re  a dde d or
s ubtra c te d s o  a s  to  pre s e rve  tire  a c tua l b ill fre que ncy dis tribution for e a ch month a nd
subaccount. A couple  of hypothe tica l examples  to illus tra te  these  concepts :
l. A cus tome r ha d a  bill of500 kph a nd the ir proportiona l a lloca tion for unbille d a nd we a the r

for the  month wa s  13 kVv'h, Thus  to ca lcula te  the ir re ve nue , 500 k\vh would be  bille d in
the  firs t tie r and 13 kWir billed in the  s econd tie r.

2. During this  month, s ay0.3% of the  bills  in this  s ubaccount were  for 500 kph, and cus tomer
a nnua liza tion re s ulte d in a dding 1000 bills  to the  s uba ccount for the  month. This  me a ns
tha t 3  b ills  (03% * l000) a re  a dde d a t a n  a d jus te d  le ve l of 513  kph. Ea ch  of the s e
a dditiona l bills  a dds  500 kph to the  firs t tie r a nd 13 kph to the  s e cond tie r. Note  tha t bills
a re  added (or subtracted) a t tire  adjus ted kvJh leve l because  if tire  cus tomer were  to have
exis ted (or not exis ted), the s e  adjus tments  would need to be  added (or s ubtracted) a long
with a ny bille d informa tion.

:
I
I
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By pe rforming the  kph tie r a djus tme nts  in this  ma nne r, it will mos t a ccura te ly re fle ct how the
we a the r a nd unbille d a djus tme nts  would cha nge  bill fre que ncy. This  fa r more  a ccura te
trea tment of tie r a lloca tions , compa red to the  his torica l pro-ra ta  a lloca tion, means  tha t when
the  s a le s  a djus tme nt cha nge s , s o too will the  individua l bill a lloca tions  ma lting this  a  highly
time  consuming proces s  to run multiple  s cenarios .

Many of the  othe r s ubaccounts  have  additiona l adjus tments  tha t mus t be  made  on a  pro-ra ta
bas is . Items  like  time-of-us e , demand, and CARES dis counts  mus t a ll be  cons ide red. P leas e
see the file "Ra te Case 2015 TEP Normlzd RevandSalesRedactedVers ion-
CompSenConf.xlsx" for the  de ta iled ca lcula tions  used in the  revenue  normaliza tion proces s .
As  ca n be  s e e n M the  e xpla na tion a bove , the  re ve nue  ca lcula tion proce s s  for the  we a the r
adjus ted and cus tomer annualized sa les  is  highly de ta iled and extens ive . Because  the  unbilled
s a le s , wea the r adjus tment, and cus tomer' annua liza tion adjus tment a re  s o entwined and the
additiona l complexity required to fully s epara te  the ir revenue  e ffects  would be  so burdensome
to calculate  and check, the company cannot calculate  the revenue change caused by each piece
individua lly.

RES P ONDENT :

Greg S trong

WITNE S S ;

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Arizona Corporation Commission ("Commission")
Fortis Inc, ("Forlis")
Tucson Electric Power Company ("TEN"~ or the "Company")
UNS Energy Corporation ("UNS")

RUCO 5.1

Cre dit Ca rd P roce s s ing Fe e s -- P le a s e  a ns we r the  following que s tions  a s  the y re la te  to  Cre dit Ca rd
P roce s s ing Fe e s :

b.

a.

c.

d.

e.

How a re  ca rd  pa ying  cus tome rs  "pa ying  the ir fa ir s ha re " if unde r the  Compa ny's  p ropos a l
non-cre dit ca rd  cus tome rs  now ha ve  to  p ick-up s ome  of the ir e xpe ns e s .

How doe s  the  Compa ny's  p ropos a l no t c re a te  s ubs id ize s  for c re d it ca rd  pa ying  cus tome rs
a t the  e xpe ns e  of thos e  tha t do not pa y by cre dit ca rd?

How doe s  the  Compa ny's  propos a l fo llow cos t of s e rvice  ra te ma king  (i.e . cos t ca us a tion)?

If the  cus tome r ha s  mone y withd ra wn  from h is /he r ba nk a ccoun t a u toma tica lly,  doe s  the
Compa ny ha ve  to  pa y a  fe e  to  the  ba nk?

j. If ye s  to  i., doe s  the  Compa ny cha rge  a  ba nk fe e  to  the s e  cus tome rs ?

R E S P O NS E :

f .

h .

g.

i.

a.

b.

c.
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d.

e.

In  ye a r 1  why doe s  the  Compa ny be lie ve  c re dit ca rd  us a ge  will inc re a s e  by 50  pe rce nt, 10

pe rce nt in  ye a r 2 , a nd 10 pe rce nt in  ye a r 3 , or 70 pe rce nt ove ra ll?

In the  Company's  pro forma  adjus tment for credit ca rd process ing fee s , do yea r 1, yea r 2,
and year 3 re fe r to 2016, 2017, and 2018?  If no, wha t yea rs  do they re fe r to?

In the  Company's  pro forma  adjustment for credit ca rd process ing fees , please  upda te  the
2015 estima ted volume  and dolla rs  to actua l.

Curre ntly doe s  the  Compa ny cre dit ca rd fe e  of $3 .50 to  TEP  cus tome rs  not cove r the  cre dit
c a rd  ve n d o r e xp e n s e s ,  TEP  h a s  to  p a y?  If n o ,  p le a s e  p ro vid e  th e  a m o u n t th a t is  u n d e r
co lle c te d  a long  with  the  s upporting  ca lcu la tions  of th is  a mount.

P le a s e  provide  a  copy of a ll contra c ts  be twe e n TEP  a nd the  c re dit ca rd  ve ndors .

No, the y re la te d  to  2017, 2018, a nd  2019.

P le a s e  re fe r to  the  a tta che d Exce l file : Income  .- Cre dit Ca rd P roce s s ing Fe e s -Re vis e d.xls m

provide d  in  re s pons e  to  UDR 1 .001 , a s  s upple me nte d .

The  inc re a s e s  we re  ba s e d  on  e s tima te s  p rovide d  by two  inde pe nde n t indus try le a de rs  in

u tility c re d it c a rd  pa yme nt p roce s s ing . It is  no t a  figure  ca lcu la te d  by TEP .

According  to  the  re s e a rch  a nd a na lys is , u tilitie s  who do  not cha rge  a  conve nie nce  fe e  s e c

double  the  volume  of tra ns a c tions  ove r thos e  who do cha rge  a  fe e .

Th e  re s p o n s ive  file  is  c o m p e tit ive ly s e n s it ive  c o n fid e n tia l with  th e  o wn e rs h ip  o f th e

docume nt he ld  by the  contra c tor. TEP  a tte mpte d to  ga in  pe rmis s ion  to  provide  the  file , but

pe rmis s ion  wa s  de nie d .

The  $3.50 fe e  re pre s e nts  100% of the  third pa rty tra ns a ction cos ts  a s s ocia te d with the  cre dit

ca rd  pa yme n ts .  The  fe e  is  pa id  d ire c tly to  the  th ird  pa rty ve ndor by the  cus tome r ma king

the  pa yme nt. TEP  doe s  not incur a ny of the s e  cos ts .

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Cus tom e rs  ca n pa y the ir TEP  bill in  a  num be r of wa ys : by che ck, ca s h , a utom a tic  ba nk

a ccount de duction or cre dit ca rd. The  Com pa ny's  cos t to proce s s  the s e  pa ym e nts  va rie s

by type  of re mitta nce  a nd its  ove ra ll proce ss ing cos ts  a re  impa cte d by cus tome rs ' be ha vior.

TEP 's  p ropos a l is  in  re s pons e  to  c ons is te n t fe e dba c k from  TEP  c us tom e rs  ind ic a ting

dis s a tis fa c tion with the  high fe e  tha t is  im pos e d whe n pa ying the ir bill by cre dit ca rd. The

Com pa ny ha s  e xpe rie nce d a  growing tre nd tha t cus tom e rs  pre fe r to  pa y the ir u tility bills

by cre dit ca rds  but re a lize d tha t cus tom e rs  do not unde rs ta nd why a  fe e  is  im pos e d whe n

othe r cre dit ca rd fe e s  for othe r se rvice s  a re  e mbe dde d in the  ma rke t price  ra the r tha n a s  a n

a dde d fe e . The  c os t to  C om pa ny c u rre n tly va rie s  by pa ym e n t m e thod  the re fo re  th is

a pproa ch is  now m ore  cons is te nt a cros s  a ll cus tom e rs . The  a pproa ch s till a ligns  with cos t

re cove ry a s  the  cre dit ca rd cus tome rs  a re  s till pa ying $1.00 towa rd the  tra nsa ction.

This  propos a l will cre a te  a  s light s ubs idy for cus tom e rs  pa ying by cre dit ca rd e ve n though

s uch cus tom e rs  pa y a  m inim a l fe e . The  Com pa ny will continue  to s olic it ve ndors  tha t will

com m it to cha rging a  s ignifica ntly lowe r fe e  tha t will re s ult in  le s s  s ubs idy.

g. P le a s e  re fe r to 5.l(f) a bove .

h . P le a s e  re fe r to 5.l(f) a bove .

i. Ye s , the  de pos itory ba nk a s se sse s  a  fe e  for e a ch withdra wa l tra nsa ction.

j No, the  Com pa ny doe s  not.

R E S P O NDE NT :

Bria n  Bub / Rico  Ra m ire z

VVITNES S  :

De nis e  S m ith

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

f.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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RUCO 11.14

Wellness Programs - Is the Company seeldng recovery of any wellness programs in the test year?
If so, please provide the amount adjusted for the ACC jurisdictional ratio.

RESPONSE:

Yes  the  Company is  s ee ldng recovery for the  following expenses  pa id for our Wellnes s  programs

in the  te s t yea r.

Wellnes s  program adminis tra tion .. Wellnes s  Council of Arizona  - $53,133, and

We llne s s  Ince ntive  P rogra m - Employe e s  re ce ive  a n ince ntive  if the y obta in a n a nnua l
phys ica l a nd la b work. P a rtic ipa tion in the  progra m provide s  e mploye e  with e ithe r a n
annua l amount of $500 if enrolled in a  PPO Medica l P lan, or $200 if enrolled in the  HDHP
Medica l plan. The  we llnes s  incentive  program expens e  for the  te s t yea r was  $117,642.

RESPONDENT:

Karen Home / Steve Bracamonte

WITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSou1'ce Energy Services ("UES")
UnjSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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RUCO 11.15

Other Expenses  - Have the  following expense  amounts  been adjus ted for the  ACC jurisdictional
ra tio?

Lobbying Expe ns e s $100,421

Em ploye e  Re cognition $  95 ,557

S pot Awa rds $511,250

If no, the n wha t is  the  ACC juris dictiona l a m ount for e a ch of the  a bove  ca te gorie s ?

RES P ONS E :

No. ACC jurisdictiona l amounts  for lobbying expenses , employee  recognition and spot awards

are $353, $59,493 and $318,302 respectively.

P le a s e  n o te  th a t $ 1 0 0 ,0 0 0  o f lo b b yin g  e xp e n s e  wa s  re m o ve d  in  th e  In c o m e

Due s .x1sm pro forma  a djus tme nt provide d in UDR 1.001 .
Me m be rs hip

RES P ONDENT :

Riga  Ramirez

WITNES S :

Frank Marino

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fo1"tis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS EIect1'ic")
UNS Gas, Inc, ("UNS Gas")
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UDR 1.038

Incentive  P rograms. List and describe  a ll re tirement and incentive  programs ava ilable  to Company
office rs  and employees. P rovide  a  comple te  copy of each incentive  compensa tion program and a ll
re la te d ma te ria ls . Ide ntify the  goa ls  a nd ta rge ts  in e a ch ye a r 2012-2014, a nd a ll e va lua tions  of
whether such goa ls  were  exceeded. S ta te  the  cost by program, of each re tirement program directly
charged or a lloca ted.

RES P ONS E :

THE FILES  LIS TED BELQW CONTAIN CONFIDE NTIAL INFORMATION AND ARE
BE ING P ROVIDED P URS UANT TO THE TERMS O F  T H E P ROTECTIVE
AGREEMENT.

Ince ntive s :

All TEP non-union employees participate  in UNS's short-tenn incentive  program ("PEP"), which
is  tie d to a ria l compe nsa tion.

The  P EP  pe rformance  ta rge ts  and we ighting a re  ba sed on factors  tha t a re  e ssentia l for the  long-
te rm  s ucce s s  of the  Com pa ny a nd a re  ide ntica l to  the  pe rform a nce  obje c tive s  us e d  in  its
pe rfonnance  plan for othe r non-union employees . In 2015, the  objective s  we re  (i) ne t income , (ii)
m a na ging Long-te nn O&M, a nd (iii) e xce lle nt ope ra tions  a nd s a fe  work e nvironm e nt, which
include  both qua ntita tive  a nd qua lita tive  me a sure s . The  Compe nsa tion Committe e  se le cte d the
goa ls  a nd individua l we ightings  for the  2015 P EP  to e nsure  a n a ppropria te  focus  on profita ble
growth and expense  control, a s  we ll a s  opera tiona l and customer se rvice  exce llence , and process
improve me nts . This  ba la nce d s core ca rd a pproa ch e ncoura ge s  a ll e mploye e s  to work towa rd
common goa ls  tha t a re  in the  inte re s ts  of UNS 's  va rious  s ta ke holde r. The  outcome s  of which a ll
bene fit our cus tomers  in the  long run.

The  fina ncia l a nd othe r me trics  for the  Colnpa ny's  2015 S hort-Te rm Ince ntive  Compe ns a tion
progra m we re :

Financia l .-. 60%

Ne t Income  - 40%

Ma na ging Long-te rm  ()cM - 20%

Exce lle nt Ope ra tions  a nd S a fe  Work Environme nt - 40%

In developing the  PEP performance  ta rge ts, Company management compiles re levant da ta  such as
Compa ny his toric pe rforma nce  a nd indus try be nchma rks  a nd ma ke s  re comme nda tions  to the
Compe ns a tion Committe e  for' a  pa rticula r ye a r, but the  Compe ns a tion Committe e  ultima te ly
de te rmines the  performance  objectives tha t a re  adopted.

The  scores from each goa l a re  tota led and then multiplied by the  ta rge ted bonus of each employee
to de te rmine  the  tota l ava ilable  dolla rs  to be  pa id out. Targe ted bonus percentages, as  a  percent of
base  sa la ry, range  from 9% - la% for unclassified employees, and 20~25% for senior management
le ve l e mploye e s . Bonus  pe rce nta ge s , a s  a  pe rce nt of ba se  sa la ry, a re  use d in the  ca lcula tion of
tota l ava ilable  dolla rs, and actua l awards may vary a t management's  discre tion based on individua l
e mploye e  contribution. If a  pa yout is  a chie ve d, e mploye e  P EP  bonuse s  will be  dis tribute d ne a r
the  e nd of the  firs t qua rte r the  following ye a r. P le a se  se e  the  file s  lis te d be low for the  goa ls  for

Arizona Corporation Commission ("Commission") UniSource Energy Services ("UES")
Fortis Inc. ("Fortis") UniSource Energy Development Company ("UED")
Tucson Electric Power Company ("TEP") UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Energy Corporation ("UNS") UNS Gas, Inc. ("UNS Gas")
UNS Energy Corporation and Fortis  Inc. Joint Notice of UNS Electric, Inc. 2014 Rate Case Settlement
Reorganization Settlement Agreement approved in Decision No. 74689 Agreement approved in Decision No. 74689 (August
(August 12, 2014) (the "UNS-Fortis  Settlement Agreement") 12, 20i4) (the "2014 Settlement Agreement")



File Name Bates Numbers

UDR 1.034 2012-2014 P EP  His t P rcnts -P os -Confide ntia lpdf TEP \015464-015465

UDR 1.034 2012 P EP  Goa ls -Con5de ntia 1.pdf TEP \015462-015463
UDR 1.034 2013 P EP  Goa ls -Confide ntia lpdf TEP \015466-015467
UDR 1.034 2014 P EP  Goa ls -Confide ntia lpdf TEP\015468_015469
UDR 1.034 2015 P EP  Goa ls -Confide ntia lpdf TEP \015470-015471

File  Na m e Ba te s  Num be rs

UDR 1 .034  TEP  Hourly P la n  S P D-CO NF IDENTIAL.pdf TEP \015472-015500
UDR 1.034 TEP_S a la ry P 1a n_S P D-CONFIDENTIAL.pdf TEP \015501-015529

File  Na m e Bates Num be rs
UDR l .034  401K S P D-CO NF IDENTIAL.pdf TEP \015403-015461

1

TUC S O N E LE C TR IC  P O WE R  C O MP ANY' S  R E S P O NS E  TO
UNIFQRM DATA REQUES TS  - 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
No vemb er 13, 2015

each year and eva lua tions of yearly pe rformance .

Re tire m e n t P ro g ra m s :

TEP employees a re  e ligible  to participa te  in one  of the  pension plans for employees ofTEn. P lease

see  the  file  lis ted be low for the  sunnna ry plan description.

Additiona lly, TEP  employees a re  e ligible  to pa rticipa te  in the  TEP  401(k) P lan as  described be low:

401(k) P la n

All e mploye e s  pa rticipa te  in the  TEP 's  401(k) P la n, which ta ke s  a dva nta ge  of S e ction 401(k) of

the  Inte rna l Revenue  Code  and pennie s  employees  to volunta rily save  from l/2% to 25% of the ir

pa y, be fore  a ny de duction for s ta te  or fe de ra l income  ta xe s . The  Compa ny ma tche s  dolla r on

dolla r, up to 4.5% of pay saved in the  401(k) P lan for TEP  employees .

Employees ' savings  and Company ma tching contributions  a re  invested in one  or any combina tion

of a  s e le ction of profe s s iona lly ma na ge d inve s tme nt funds  a t the  dire ction of the  e mploye e .

Employees a re  e ligible  to join the  40 l (k) P lan upon the ir da te  of employment. Company matching

contributions  a re  hilly a nd imme dia te ly ve s te d. P le a se  se e  the  file  lis te d be low for the  summa ry

pla n de scription.

Retirement program expense  directly charged or a lloca ted to TEP Yuri

2012

S l ,004,706

7,334,904

ng each year was as follows:

2013
81,115,1 18 $954,665

7,632,836 4,206,860

2014
TEP  S ERP  P lan (FERC 0426)
TEP  Union  a nd  S a la rie d  P e ns ion  P la ns  (F ERC
0926)
TEP  401K P la n (FERC 0926)

UNS  Ele ctric P e ns ion/401K (FERC 0926)

UNS  Ga s  P e ns ion/401K (FERC 0926)

Defe rred Compensa tion P lan (FERC 0920)

2,828,818
36,912
19,070

(160,601)

2,980,758
44,933
21,384

(294,873)

3,062,120
30,874
17,007

(75,744)

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TOP")
UNS Energy Corporation ("UNS")
UNS Energy Corporation and Fortis Inc. Joint Notice of
Reorganization Settlement Agreement approved iii Decision No. 74689
(August 12, 2014) (the "UNS-Fortis Settlement Agreement")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Conlpany")
UNS Gas, Inc. ("UNS Gas")
UNS Electric, Inc. 2014 Rate Case Settlement
Agreement approved in Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreement")
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Tota l $11,063,809 $11,500,156 $8,195,782

RESPONDENT :

Steve Bracamonte

WITNESS :

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")
UNS Energy Corporation and Fortis Inc. Joint Notice of
Reorganization Settlement Agreement approved in Decision No. 74689
(August 12, 2014) (the "UNS-Fortis Settlement Agreement")

UniSource Energy Services ("UES")
UniSouree Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the  "Company")
UNS Gas, Inc. ("UNS Gas")
UNS Electric, Inc. 2014 Rate Case Settlement
Agreement approved in Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreement")
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RUCO 11.04

Supplementa l Executive  Re tirement P lan ("SERP") -. To cla rify is  the  Company s eeking recovery

of $1,042,236 of S ERP  re la te d e xpe ns e s  in this  ca s e ?  If no, the n wha t is  the  corre ct a mount by

FERC account number and adjus ted for the  ACC juris dictiona l ra tio?

RES P ONS E:

The  Compa ny is  re que s ting  the  fo llowing S ERP  re la te d  e xpe ns e s  in  th is  ca s e :

FERC ACCT 926

S ERP  Expe ns e $1,129,807

ACC % 83.90774%

ACC Adj. S ERP  Expens e $947,996

RESPONDENT :

Riga  Ramirez

WITNESS :

Frank Marino

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Pollis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UuiSource Energy Services ("UES")
UuiSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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RUCO 5.2

Long-Term Incentive  Cpmperrs a tion._ Please answer the following ques tions  as  they relate  to long-

te rm incentive  compens a tion:

To cla rify the  Company is  s ee 8 long-te rm incentive  compens a tion of $1,349,782 in the

tes t yea r and $1,049,924 as  a  pro Ronna  adjus tment for a  tota l of $2,399,706 in long-te rm

incentive  expense  in this  case . If no please  expla in.

Why did the  Company not reques t long-te rm incentive  compensa tion in its  la s t ra te  case?

Has  the  Company in prior ra te  ca s e s  a s ked for long-te rm incentive  compens a tion?  If s o,

ple a s e  provide  the  docke t numbe r, a long with the  Commis s ion de cis ion re la ting to the

Company's  reques t.

Why is  the  Company us ing a  two year average  as  opposed to a  three  year average?

What Company executives  or office rs  a re  e ligible  for the  program?

Lis t the  na me s  of the  e xe cutive s  or office rs  in d. a bove  a long with the  tota l long-te rm

ince ntive  compe ns a tion provide d to the m by fis ca l ye a r for the  te s t ye a r a nd thre e  prior

years . The  tes t yea r and prior year amount should reconcile  to your pro forma  adjus tment.

Provide  a  sub account tha t breaks -out the  long-term compensation amounts  between sa lary

a nd pa yroll ta xe s  for the  ye a rs  note d in f., the  te s t ye a r a nd prior ye a r a mount s hould

reconcile  to your pro forma  adjus tment.

From the  Company's  pro-fonna  adjus tment $180,098 has  been capita lized. P lease  expla in

to wha t accounts  this  amount was  a lloca ted to and how this  amount was  a lloca ted

Was  any long-te rm incentive  compensa tion be tween 7/1/14 through 12/31/14 capita lized?

If so, please  provide  the  amount and expla in to what accounts  this  amount was  a lloca ted to

and how this  amount was  a lloca ted.

P leas e  expla in the  Fortis  Merge r long-tenn incentive  compens a tion expens e  offs e t to the

Company's  pro-forma  adjus tment in the  amount of $2,534,690, and how it was  ca lcula ted.

P le a s e  p rovide  a  c opy o f a ny a nd  a ll long-te mi inc e n tive  c ompe ns a tion  p rogra m

doeu1nent(s ), and expla in how the  perfonnance  units  and res tricted s tock units  re la te  to the
pe rformance  goa ls , if not a lready provided.

P lease  provide  a  copy of the  Company's  benchmarking s tudy.

What is  the  capita liza tion percentage  for the  tes t year?

RES P ONS E

No. While  responding to da ta  reques t AECC 5. l , the  Company discovered tha t the  amount

lis ted as  Fortis  Merger LTI Compensation expense  was  incorrect. As  a  result the  Pro Forma

a djus tme nt wa s  upda te d a ccordingly. The  Compa ny is  s e e king long-te rm ince ntive

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSoL1rce .Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

I I



File  Na m e Ba te s  Numbe rs
RUCO 5.2k .. 2012 LTI Te nn S lle e t-Confide ntia lpdf TEP \021453-021455
RUCO 5.2k - 2013 LTI Te rm S he e t-Confide ntia lfpdf TEP\021456-021459
RUCO 5.2k - 2014 LTI Te rm S lle e t-Confide ntia lpdf TEP \021460-021463
RUCO 5.2k - 2015 LTI Te nn S he e t-Confide ntia lpdf TEP \021464-021467

TUC S O N E LE C TR IC  P O WE R  C O MP ANY' S  R E S P O NS E  TO  R UC O ' S  F IF TH S E T O F
DATA REQ UES TS  REG ARDING  THE 2015  TEP  RATE CAS E

DOCKET NO. E-01933A-15-0-22
Ap ril 4, 2016

compensa tion of $491 ,910 in the  test year and $1,191,919 as a  pro forma adjustment for a

tota l of $1,683,829 in long-te rm incentive  expense  in this  case

c.

d.

e./f.

Because  of the  size  of the  revenue request in the  last ra te  case , the  Company decided to not

re que s t long-te rm ince ntive  compe nsa tion in this  la s t ra te  ca se , but re se we d the  right to

request it in this  case .

Not in the  la s t two ra te  cases .

The  Company used the  same  two yea r me thodology as  it did for the  payroll adjustment.

TEP  is  in the  process  of ga the ring this  informa tion and will provide  it a s  soon a s  poss ible .

The  Long-Te rm Ince ntive  Compe nsa tion P ro Forma  Adjus tme nt doe s  not include  pa yroll

taxes.

The  $180,098 ca pita lize d a mount wa s  a lloca te d to FERC 107 via  the  A&G Alloca tion.

No long-te rm incentive  compensa tion be tween 7/1/14 through 12/31/14 was  capita lized.i.

J. The  Fortis  Me rge r trigge re d the  pa yout of a ll outs ta nding long-te nn ince ntive  a wa rds

resulting in the  acce le ra ted recognition of compensa tion expense . Compensa tion expense

on these  annua l awards  is  typica lly recognized ra tably ove r a  three -yea r te rm. In orde r' to

norma lize  the  pro forma  adjus tment, the  amount re la ted to the  acce le ra ted recognition of

compe nsa tion e xpe nse  a s  a  re sult of the  Fortis  Me rge r wa s  de ducte d. This  a mount wa s

ca lcula te d a s  follows:

Tota l Es tima te d Additiona l Comp Expe nse  in 2014

Multiplie d by: .TEP  Ma ss . Alloca tion P e rce nta ge

Add: P ayroll Taxes  on LTD P ayouts

$2,680,890
X 80.46%
2,157,044

377,646
$2,534,690

The  P ayroll Taxes  on LTI P ayouts  amount lis ted above  should not have  been included in

the  Long-Te rm Incentive  Compensa tion P ro Folia  Adjus tment. The  pro forma  adjus tment

was subsequently upda ted in a  recent da ta  request as  re fe rred to in RUCO 5.2a  above .

k. P lease  see  the  following a ttached tile s :

THE FILES LISTED BELQW CONTAIN CONFIDENTIAL INFORMATION AND ARE
BE ING  P R O VIDE D P UR S UANT TO  THE  TE R MS O F  THE P RO TECTIVE
AGREEMENT.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

h.

g.

b.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  FIFTH S ET OF
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET no . E-01933A-15-0-22
April 4, 2016

TEP is in the process of gathering this information and will provide it as soon as possible.

The capitalization percentage used in the Long-Term Incentive Compensation Pro Forma
Adjustment for the test year was 24.8% for the period 7/1/14 through 12/31/14 and 26.8%
for the period 1/1/15 through 6/30/15.

RES P ONDENT:

Georgia Hale/ David Lewis/ Steve Bracamonte

WITNESS :

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fo1*fis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

in.

1.

UniSource Energy Services ("UES")
UniSonrce Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



Account O8cM S e ve ra nce

P a y

ACC Jurisdictiona l
Ra tio

ACC Adjus te d

F E R C  5 8 0 $30,000 100 .00% $30,000

F E RC 9 2 0 223,853 83.90774% 187,830

To ta l $253,853 $217,830

TUC S O N E LE C TR IC  P O W E R  C O MP ANY'S  R E S P O NS E  TO  R UC O 'S  E LE VE NTH
S ET O F  DATA REQ UES TS  REG ARDING  THE 2015  TEP  RATE CAS E

DO CKE T no .  E -01933A-15-0_22
Ma y z6, 2016

R UC () 1 1 . 0 5

S e ve ra n c e  P a y E xp e n s e  - Th e  C o m p a n y s ta te s  in  UDR  1 .0 4 3  th a t it  is  s e e ld n g  $ 3 6 5 ,6 8 8  in

s e ve ra nce  pa y e xpe ns e , ha s  th is  be e n a djus te d for the  ACC juris dic tiona l ra tio?  If no, the n wha t is

the  ACC ju ris d ic tiona l a m oun t?

R E S P O NS E :

No. Be low is  the  a mount of s e ve ra nce  pa y e xpe ns e  the  Compa ny is  s e e ldngz

$111,835 of s e ve ra nce  pa y wa s  re corde d in FERC 107-Cons truction Work in P rogre s s , the n

a lloca ted among va rious  open projects  be fore  be ing capita lized. This  portion of seve rance  pay is

included in ra te  base .

RESPONDENT :

Riga  Ramirez

WITNESS :

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSou1ce Energy Services ("UES")
UuiSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON ELECTRIC P QWER COMP ANY'S  RES P ONS E TO RUCO'S  FIFTH S ET OF
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET no . E-01933A-15-0322
April 4, 2016

RUCO 5.4

Rate Case Expense .- Please provide the rate case expense authorized by the Commission M the
Company's last three rate cases.

RES P ONS E:

Please  see  RUCO 5.4 Prior Rate  Case  Expense Authorizedxlsx. The Excel tile  is not identified
by Bates numbers.

RES P ONDENT :

Rico Ramirez

WITNES S :

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fomis Inc, ("Fol"tis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSoL\rce Energy Services ("UES")
UniSou1'ce Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCSON ELECTRIC POWER CO1V[PANY'S RESPONSE TO RUCO'S ELEVENTH
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
May 26, 2016

RUCO 11.03

Rate Case Expense -. Please explain the reason why the Company is asldng less in rate case
expense than it did in its previous rate case ($1,415,000)'?

RESPONSE :

In the previous rate case, the Company included a 8140,000 Tax Adjustment Study and a $180,000
Generation Decommissioning Study in its estimate of rate case expenses. Since these studies were
not performed for the current rate case, no estimated was included in the current request for rate
case expenses.

RESPONDENT:

Riga Ramirez

\VITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Foltis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UuiSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

TABLE OF CONTENTS TO RUCO's DIRECT SCHEDULES

scH.
no,

JMM-1
JMM-2
JMM-3
JMM-4
JMM-5
JMM-6

JMM-7
JMM-8
JMM-9
JMM-t0

JmM-11

JMM-12
JMM-13
JMM-14
JMM~15
JMM-16
JMM-17
JMM-18
JMM-19
JMM-20
JMM-21
JMM-22
JMM-23
JMM-24
JMM-25

JMM~26
JMM-27
JMM-28
JMM-29

REVENUE REQUIREMENT ACC JURISDICTIONAL
GROSS REVENUE CONVERSION FACTOR
RATE BASE (OCRB, RCND, and FVRB) - ACC JURISDICTIONAL
ORIGINAL COST RATE BASE _ ACC JURISDICTIONAL
SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
RATE BASE ADJUSTMENT no. 1 _ REMOVE POST-TEST YEAR PLANT AND POST-TEST
YEAR PLANT - RENEWABLES
RATE BASE ADJUSTMENT no. 2 _ MARKET VALUE TEP HEADQUARTERS
RATE BASE ADJUSTMENT no. 3 - JURISDICTIONAL ALLOCATION
RATE BASE ADJUSTMENT NO. 4 _ ALLOWANCE FOR WORKING CAPITAL
SUMMARY - OPERATING INCOME STATEMENT _ ACC JURISDICTIONAL _ ADJUSTED
TEST YEAR AND RUCO RECOMMENDED ADJUSTMENTS
SUMMARY OF OPERATING INCOME . ACC JURISDICTIONAL _ ADJUSTED
TEST YEAR AND RUCO RECOMMENDED ADJUSTMENTS
OPERATING INCOME ADJUSTMENT no. I _ WEATHER NORMALIZATION
OPERATING INCOME ADJUSTMENT no. 2 _ JURISDICTIONAL ALLOCATION
OPERATING INCOME ADJUSTMENT no. 3 . REVERSE CREDIT CARD PROCESSING FEES
OPERATING INCOME ADJUSTMENT no. 4 . DIRECTORS AND OFFICERS INSURANCE
OPERATING INCOME ADJUSTMENT no. 5 . LOBBYING, EMPLOYEE, SPOT AWARD
OPERATING INCOME ADJUSTMENT no. 6 . SHORT-TERM INCENTIVE EXPENSE
OPERATING INCOME ADJUSTMENT NO. 7 _ SERP EXPENSE
OPERATING INCOME ADJUSTMENT no. 8 _ LONG-TERM INCENTIVE EXPENSE
OPERATING INCOME ADJUSTMENT no. 9 _ SEVERENCE PAY
OPERATING INCOME ADJUSTMENT no. 10 . EEl DUES
OPERATING INCOME ADJUSTMENT no. 11 _ OVERHAUL AND OUTAGES
OPERATING INCOME ADJUSTMENT no. 12 . RATE CASE EXPENSE
OPERATING INCOME ADJUSTMENT no. 13 _ DEPRECIATION EXPENSE
OPERATING INCOME ADJUSTMENT no. 14 _ DEPRECIATION EXPENSE AND OTHER EXPENSES
ASSOCIATED WITH TEP HEADQUARTERS
OPERATING INCOME ADJUSTMENT no. 15 - PROPERTY TAX
OPERATING INCOME ADJUSTMENT no. 16 - INTEREST SYNCHRONIZATION
OPERATING INCOME ADJUSTMENT no. 17 _ INCOME TAX
COST OF CAPITAL
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01Q33A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-2

GROSS REVENUE CONVERSION FACTOR, INCOME TAX CALCULATION

DESCRIPTION
Gross Revenue

[A]
Company
Proposed

100.00%

[B]
RUCO

Recommended
100.00%

Less: Uncollectible Revenue 0.19% 0.19%

Taxable Income as a Percent 99.81% 99.81%

Less: Federal and State Income Taxes 38.17% 38.17%

LINE
NO.
1
2
3
4
5
6
7
8
9

10
11

Changes in Net Operating Income 61 .64% 61 .64%

Gross Revenue Conversion Factor 1 .6223 1.6223

References:
Column [A]: Company as Filed
Coiumn [B]: RUCO Recommended
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedu\e JMM-4

ORlGlNAL COST RATE BASE . ACC JuRlsDlcTlonAL (Shown in Thousands)

(B)

LINE
n o . DESCRIPTION

(A)
COMPANY

FILED
AS OCRB

(C)
RUCO

ADJUSTED
AS OCRB

Gross Utility Plant In Service
Accumulated Depreciation

Net Utility Plant in Service

S 3,997,101
(1,582,018)
2,415,082

RUCO
ADJUSTMENTS

(356,241)
90,199

(266,042)

s 3,640,860
<1 ,491 ,819)
2,149,041

Deductions:
Cult. Advances For Const.
Customer Deposits
Other - investment Tax Credits ("ITC")
Accumulated Deferred income Taxes ("ADvT")

Total Deductions

$ (11 ,046)
(19,400)
(2,631)

(403,583)
(436,669)

$ (11 ,046)
(19,400)
(2,631)

(403,583)
(436,660)

Allowance - Working Capital 101,143 2,011 103,154

Regulatory Assets

Regulatory Liability

25,112 25,112

TOTAL OCRB $ 2,104,678 (264,030) $ 1,840,647

I
s

OCR8
2,104,678

Reconciliation to RCND (Thousands of Dol\ars)
l  l Reno Ratio 1 I RCND i

$ 3,721 ,880

(77,042)
4,466

1.0000
1.0000

(77,042)
4.466

(67,708)
12,665

1.2101
1.2109

(81.936)
15,337

<211 .491 )
73,069

1 .9600
2.1048

(414,520)
153,797

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
to
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

1.0000

Company OCRB and RCND as Filed
RUCO Adiustment #1
Plant
Accumulated Depreciation
RUCO Adjustment #2
Plant
Accumulated Depreciation
RUCO Adjustment #3
Plant
Accumulated Depreciation
RUCO Adiustment #4
Cash Working Allowance
RUCO as Adjusted OCRB and RCND

2,011
1 ,840,647 3

2,o11
3,323,991

References:
Column [A]; Company as Filed
Column [B]: RUCO Schedule 5
Column (C): Column (A) + Column (B)

s

s
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-6

RATE BASE ADJUSTMENT no. 1
REMOVE POST-TEST YEAR PLANT AND POST-TEST YEAR PLANT - RENEWABLES

(A) (B) (C)

Line
No. DESCRIPTION

Gross Utility Plant in Service
Accumulated Depreciation
Total Net Utility Piatt in Service

s $

s

Company
Proposed
3,997,100,696

(1 ,582,018,414)
2,415,082,282 s

RUCO
Adjustment

(77,041,806) S
4,465,511

(72,576,295) s

RUCO
As Adjusted

3,920,058,890
(1 ,577,552,903)
2,342,505,987

st Year Plant P lant
$

Acc. Deprec.
s 1,978,618

Post Te
303
310
311
312
314
315
344
360
362
364
365
366
367
368
369
370
373
390
391
392
394
395
396
397

Miscellaneous intangible plant
Land and Land Rights
Structures and improvements
Boiler plant equipment
Turbo generator units
Accessory electric equipment
Generators
Land and Land Rights
Station Equipment
Poles, towers and fixture
Overhead conductors and devices
Underground conduit
Underground conduit and devices
Line Transformers
Services
Meters
Street Lighting
Structures and improvements General plant
Office furniture and equipment
Transportation equipment
Tools, shop, and garage Equip
Laboratory Equip
Power Operated Equipment
Communication equipment

398,599
531 ,927

1,350
228,773
30,968

58
14,047

102,970

$

13,926,208
1,526

4,884,663
20,403,390

22,853
1,858,242
1,254,643

4,100
780,364

5,122,906
(198,674)

27,746
112,774

1,861 ,932
664,169
695,497
10,727

387,061
2,187,377

325,262
3,939

51,829
592,513
736,386

55,717,433 $

(3,775)
449

2,413
39,845
14,080
24,760

219
10,233

436,516
34,594

232
5,050

37,027
46,451

3,935,404

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Post Test Year Plant Renewables
312 Boiler plant equipment
344 Generators
397 Communication equipment

Plant
S 4,938,053

16,362,835
23,485

21,324,373

Acc. Depress.
S 82,465

447,039
603

$ 530,107

Note: Already adjusted for ACC Jurisdictional Ratio

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) : Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-7

RATE BASE ADJUSTMENT no. 2
MARKET VALUE TEP HEADQUARTERS

(Ar (B) (D) (E)

Company
Proposed

RUCO
Adjustment

(C)
Company

ACC Jurisdictional
Ratio

RUCO
ACC Jurisdictional Adjusted

RUCO
As Adjusted

Line
No.

1
2
3
4
5
6

S $ 0.B797
0.B797
0.8797

1

s

FERC
No. DESCRIPTION

Genera! Plant
389 Land a. Rights
390 Structures & Improvements
398 Miscellaneous Expense

Accumulated Depreciation
Total Net Utility Plant in Service s

8,836,468
135,056,114

4,417,241
(22,271,598)
126.038,224

(8,549,938)
(68,371,896)

(41,468>
12,665,000

(64,298,302l s

(7,521 J57) s
(60,149,765)

(36,481)
12,665,000
(55,043,003) s

1,314,711
74,906,348
4.380.760

(9,606,598)
70,995,221

Note 1: Does not include prior adjustments

References:
Column (A) Per Company Filing
Column (B) Testimony FWR
Column (C) ACC Jurisdictional Ratio
Column (D) : Column (B) ' Column (C)
Column (E) = Column (A) + Column (D)

s



TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-8

RATE BASE ADJUSTMENT no. 3
JURISDICTIONAL ALLOCATION

(A)' (B) (C)

Line
No.

1
2
3

DESCRIPTION _ -
Gross Utility Plant in Service
Accumulated Depreciation
Total Net Utility Plant in Service

s $

$

Company
Proposed
3,997,100,696
(1_,582,018,414)
2,415,082,282 $

RUCO
Adjustment

(211 ,491,168) $
73,068,841

(138,422,327) $

RUCO
As Adjusted

3,785,609,528
_ (1,50§,9_49,573)

2,276,659,955

Note 1: Does not include prior adjustments

References:
Column (A) Per Company Filing
Column (B) Testimony FWR
Column (C) RUCO as Adjusted



TUCSON ELECTRIC POWER COMPANY
Docket NO. E-01933A-150322
Test Year Ended June 30, 2015

Schedule JMM~9

RATE BASE ADJUSTMENT NO. 4
ALLOWANCE FOR CASH WORKING CAPITAL

LEADILAG DAY SUMMARY

(B) (C)
RUCO

(0) (E) (F) (G)
Lead

FERC
Number

(A)
COMPANY

ADUSTED TEST YEAR

AS FILED
As;

No.
RUCO

Ad;
Adjusted

Rasulis
Revenue

Lag Days
Exp

La g Da ys
Ne(

Lag Days
Lag

Factor

(H)
Cash Working

Capital
Requirements

S

DESCRIPTION
GFERAYING EXPENSES

Non-Cash Expenses:
Bad Debts Expense
Depreciation
Amortization
Deferred Income Taxes

Total Non-cash Expenses

904 s
403/494

Multi
410/411

2,113.14
12

(29,2B4,312)
180,000)

s

1.723.975
155,891,230

2,070,108
40476,449

201,161,762 s (29,364,312) s

1,723,975
127,606,919

1 .990,108
40.476449

171 ,797,450

g
6.8

(3z9e65\ s
(5,t87.940)

11
10.14

(S_045_705)
(1,595,421 )

10.46
259.50
28.50
94.33
(690)
12.46
44.51

71355.623
8,606,720

301 _256_312
15,768,836
47,732.871
11 ,750.832
12,768.854
2.517.465
1,677,851

21 _130.826
4.700.936

B19.229
46.931,391
10,391,284

14
4
7
5

14
t o

(932,592)
(25,153)

(947,996\
198,924)

3.887.985
(564,897)

71 _025958
3418,780

301256,312
15_768,836
41 _686_166
10.155,410
12,765,854
1.584,872
1.652.708

20,1a2.e30
4,152,012
4,707.214

45,356,494
10,391 ,284

113.271
13.03
(2.001

(40.51 )
213.43
15.73

5.483204
(2_059_(J46)
8.344,800

(2,406.324)
5,198,265

728,143
(205579)
167679
235.015

1.414_815
462,119

1,020,524
(22,204,914)

651 ,533

Other Operating Expenses:
Salaries and Wages
Incentive Compensation
Fuel Expense
Lease EXDBPIS8
Remote Generating Plant O8=M
Office Supplies and Expenses
Outside Services
Prppertv Insurance
lrriuriesand Damages
Pensions and Benefits
Miscellaneous General Expenses
Rents
Property Taxes
Payroll Taxes
Current Income Taxes
Other Taxes
interest on Customer Deposits
Other Operations and Maintenance

Total Other Operating Exp.

Mu lt i s
Mull.i

501/547
507/501

Multi
921
923
924
925
926
930
931
408
408
409
40B
431

Multi

78,937
31,250

76,989,263
634.508.489

2.16

2.3

681.695

38.62
38.62
38.62
38.52
38.52
38.62
38.62
38.62
38.B2
38.62
38.62
38.62
38.62
38.62
38.62
38.62
38.62
38.62

91.38
18250
11.99

2B.15
(220.B8)

10.12
(m7 1  )
45.52
26.16
(5.89)

M 5 2
51 .89
25.59
40.62
79.13

(174.81 I
22.89
38.62

(MS U)
(143.8B)

26.63

0 0 7 7 2
(0.6D52)
0.0277

f0.1526)
0.1247
0.0717

0 1 0 %
0.1422
0.0701
0.1113
0.2168

(0 4 7 8 9 )
0.0627
0.1058

10.1445)
(0.3942)
0.0730

(109,911 )
(12_319)

4.652.853s

s

s
(13\251,550\
(z4.8s1,165l S

760,632
a1,250

63.737113
609541324

Total OperatingExpenses 835,570,250 (54,225476l S 781 »444.774 S 1,350,860
Other Cash WalkingCapital Elements;

Interest on Long-Term Debt
Rev Taxes andAssessments

57.960,902
94,388041

57.9s0.902
94.388041

38.62
38.62

86.2
48.16

(47.58)
(9.54)

(01304)
(00261)

(7,558_102)
f2,46a.528>

LINE

n o .
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
z z
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

s 152,348,943 s s 152,348,943 s (10,021 ,630)

TOTAL CASH WORKING CAPITAL s 988,019,194 S 933,793,71738
39 s (8,670,770)

Total RUCO

Total Companv

Cash Working Capital Adjustment

Pre-paid D80 Insurance Adiustmant

S

s

s

S

(8670.770)

f10,734,427)

2.032.083

(20,829)

40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59

References: Total Adiuslment s 2.011.254
Column (A):
Column (Bl:
Column (C):
Column (DI:
Column (El:
Column (Fl:
Column (GI:

- Companv Schedule B-5
RUCO Operating Income Adjustments
Column (A)+ (E)
CompanvSchedule B-5
Comuanv Schedule B-5
Column (D) - Column (El
Column lEV365



1

TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule Jmm-10

SUMMARY OF OPERATING INCOME STATEMENT - ACC JURISDICTIONAL . ADJUSTED TEST YEAR AND RUCO
(Thousandsof Dollars)

LINE
no. DESCRIPTION

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'DOperating Revlenues:

Electric Retail Revenues
Sales for Resale
Other Operating Revenue

$ 835

TOTAL OPERATING REVENUES

8 909,303

31 ,729

941,031 835

$ 910,138

31,7_29

941,867

$ 303,925
334,931
129,703
40,735
33,357

$

Operating Expenses:
Fuel, Purchased Power and Trans
Other Operations and Maintenance Exp
Depreciation and Amortization
Taxes Other than Income Taxes
income Taxes
Rounding Differences

TOTAL OPERATING EXPENSES

(24,978)
(29,364)
(1 ,999)
31,878

303,925
309,953
100,339
38,736
65,234

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

$ 842,650 (24,464> $ 818.186

17 OPERATING INCOME (Loss) $ 98,381 $ 25,299 $ 123,680

References:
Column (A): Company Schedule C-1
Column (B): RUCO Schedule 10
Column (C): Column (A) + Column (B)

H
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TUCSON ELECTR1C POWER COMPANY
Docket No. E-m933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-12

OPERATING INCOME ADJUSTMENT no. 1
WEATHER NORMALIZAITON

Line

No.

1

DESCRIPTION

(A)
COMPANY
PROPOSED

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED
Electric Retail Revenues $ 909,302,562 $ 835,322 S 910,137,884

References:
Column (A) Per Company Filing
Column (B) Testimony FWR
Column (C) = Column (A) + Column (B)



*

TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A_15-0322
Test Year Ended June 30, 2015

Schedule JMM-13

OPERATING INCOME ADJUSTMENT no. 2
JURISDICTIONAL ALLOCATION

(A)
COMPANY

PROPOSED

(B)
RUCO

ADJUSTME_NT

(C)
RUCO

AS ADJUSTED

Line
No.

1
2
3
4
5

DESCRIPTION
Dther Operations and Maintenance Exp
Depreciation and Amortization
Taxes Other than Income Taxes
Income Taxes
Total Expenses

$ $

$

334,931,050
129,702,903
40,735,140
33,356,599

538,725,691 $

(9,776,050) $
(8,321 ,545)
(1 ,434,592)
8,443,904

(1 1 ,088,283) $

325,154,999
121 ,381 ,358
39,300,547
41 ,800,503_

527,637,407

References:
Column (A) Per Company Filing
Column (B) Testimony FWR
Column (C) = Column (A) + Column (B)



TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 20th

Schedule JMM-14

OPERATING INCOME ADJUSTMENT no. 3
REVERSE CREDIT CARD PROCESSING FEES

Line

No.

1

DESCRIPTION

(A)
COMPANY

PROPOSED

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED
Credit Card Processing Fees 6 3,475,500 $ (3,475,500) $

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-15

OPERATING INCOME ADJUSTMENT no. 4
DIRECTORS AND OFFICERS INSURANCE

(A) (B) (C)

DESCRIPTION
Directors and Officers Liability Insurance

COMPANY
PROPOSED

33 50,306

RUCO RUCO
ADJUSTMENT AS ADJUSTED

$ (25,153) $ 25,153

Line
No.

1
2
3
4
5
6

$

RUCO's Calculation:
Company Proposed
Split between Ratepayers and Shareholder
RUCO Adjustment - Total Company $

50,306
50%

25,153

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)



a

TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-16

OPERATING INCOME ADJUSTMENT no. 5
LOBBYING, EMPLOYEE RECOGNITION, SPOT AWARDS and WELLNESS EXPENSES

(A) (B)

RUCO
ADJUSTMENT

(C)

RUCO
AS ADJUSTED

$

Line
No.

1
2
3
4
5

DESCRIPTION
Lobbying Expenses
Employee Recognition
Spot Awards
Wellness
Total

COMPANY
PROPCSED

$ 353
59,493

318,303
170,775
548,924

s

s $

(353)
(59,493)

(318,303)
(170,775)
(548,924) $

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)



4

s
TUCSON ELECTRIC POWER COMPANY
Docks! NQ E-01933A~15-0322
Test Year Ended June 30, 2015

Scheduis JMM-17

OPERATING INCOME ADJUSTMENT no. s
TEP SHORT-TERM INCENTIVE PROGRAM

(A) (D) (E) (G)

Lina
No.

s

TEST YEAR
COMPANY TOTA

109,412
1,283,253

498,759
751 ,760

59,125

s s s

(F)
ACC

JURISDICTIONAL
FACTOR

0.8978 s

RUCO AS
ADJUSTED

(72,994)
(835,781 )
(316,966)

s

0. 8978
0 BQ?8
0.0000
0.oooo
0. 9998
1 0000
1 .0000
1 .0000
0.8391

FERC
No. DESCRIPTION
0500 Steam Prod Over Supervision
0506 Steam Prod Misc Expense
0514 Steam Prod Mnt Elem Plant
0566 Trans Misc Open Expense
0570 Trans MainsSon Equip
0580 Dist Over Supv & Engr
05BB Dist MiscExpense
0596 ass: Mai ft Misc Plant
0903 Cust Rec/Cnlledion Exp
0920 A&G Salaries
Total O&M Expense

TaxesOther Than Inc Tax
s s s s s

1
2
3
4
5
e
7
a
9
10
11
12
13

o-we
Total s

08391

370,190
93,479

197.665
3038685
6,402,348

527,194
6,929,542

(B)
COMPANY

PRO FORMA
ADJUSTMENT
s 44,384

477,a40
169.385
395,543

39,056
2,298

74,524
19,546
97,347

a84.449
2,294,372

39.006
2,243,378s s

(C)
TOTAL

COMPANY
PROPOSED

153.796
1,761,093

658,144
1.147,303

98,181
2,298

444.714
113.025
295,032

3.923,134
8,606,720

586,200
9,172,920 s

RUCO
ADJUSTMENT

(81,300)
(930,892)
(353,036)
(607,015)
(52,002)

(1,234)
(234,I01 )

(59553)
(155,188)

(2,071,925)
(4,547,94`[)

(299106)
(4,847,053) s

RUCO
AS ADJUSTED

72,495
aao,2oo
315,109
540,287
45,179
1.064

210,012
53,372

138.345
1,851,209
4,658,773

257,094
4,325,868 s

(1234)
(234,703)

(59,652)
(158,187)

(1,73B,505)
(3,416,022)

(250,972)
(3,666,994)

14
15 Total RUCO adjustment

s (3_566,994)

Cctmnanv Proposed vvilh 2 percent added onto historical data

7/1/13-6/30/14 `Il1114-6/30/15 2 Yr Average `II1I14-6130115 Test Year Pro Forma Total Prnnosed

569,673 s 562,727 s 566,200 s 527,194 s sauce s 566,200040 s
40a
D42
050
050
051
056
057
055
058
059
090
092

160,148
1,833,265

679,930
1,256,695

113.930
4.597

421,830
197,573
334,230

3.B81,602

145_843
1,588,920

656,358
1,037,910

82,433

109,412.00
1l283l253_00

499,759.00
751,760.00
59,125.00

467,597
118,478
255.a35

3,964,666

153,796
1,761 ,093

668.144
1,147,303

98,181
2,298

444,714
113,025
295,032

3,923,134

370,190.00
93479.00

197,885.00
3,038585.15

44.3a4
477,840
169,385
395,543

39,056
2,29a

74,524
19,546
97.347

es4,449

153,796
1,761,093

668,144
1,147,303

98,181
2,298

444,714
113,025
295,032

3,923,134

s 9,364,074 s 8,981 ,767 s 9,172,920 s 6,929,542 s 2243.378 s 9,172,920

Step 1. RUCO removal of the 2 Dercent increases imbedded in historical costs.

7/1/13-6/30/14 111/14-s/30/15 2 Yr Average 7/1/14-8/30115 Tas( Year Pro Forma Tole! Proposed

532,180 s 536,198 s 534,159 s 527,194 s 6,995 s 534,189 s (32,011)

i s
17
\8
19
20
21
ZN
23
24
25
26
27
pa
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
pa
49
50
51
52

040 s
doe
042
050
050
051
056
057
05a
05a
059
090

139,704
1,S07,011

524,529
9a5.902
78,260

109,412
1,283,253

49B,759
751,760
59,125

092

150,277
1 ,713,791

635.906
1 _175,248

106,455
4.256

394,389
100,584
311 ,7a7

3,630,918

445,661
112,904
243,592

3,773,919

144.990
1,660,401

530,217
1,080,575

92.355
2,125

420,025
106,744
277,689

3,7024419

370,190
93,479

197,685

3,038,585

35.575
377,148
131.458
32B,815

33,233
2,123

49,835
13,265
80.004

663_734

144,990
1,660,401

630,217
1,GBO,575

92.355
2,128

420.025
106,744
277,689

3.702,419

(8,B05)
(100,692)
(37,927)
(66,728)
(5,823)

(170)
(24,689)
(6,281)

(17,343)

(220,715)

s 8,755.791 s 8,547,679 s 8,651,735 s 6,929,542 s 1,722,193 s 8.651 735 s (521,155)

SteD 2. 50/50 Sharing of Short-term Incentive Pay

Total Proposed AdiuslmeM 50/50 Shadnq

040 s
408
042
050
050
051
056
057
05a
05a
O59
090
092

534,189 s (257,094)

53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
so
SO
70
71
72
73
74
75

144.990
1,6s0.401

630,217
1,080,575

92,358
2,128

420,025
1064744
277,689

3,702,419

(72,495)
(830,200)
(315,109)
(540,287)

(46,179)
(1,064 )

(210,012)
(53,372)

(138,845)
(1,851 ,209)

s 8,551,735 s (4325,B6Bl

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)

Adiustman!



TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-18

OPERATING INCOME ADJUSTMENT no. 7
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN ("SERP")

(A)

COMPANY
PROPOSED

$

(B) (C)

Line

No. DESCRIPTION _
1 Supplemental Executive Retirement Plan 947,996 $

RUCO RUCO
ADJUSTMENT AS ADJUSTED

(947,996) $ -

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-20

OPERATING INCOME ADJUSTMENT no. g
SEVERANCE PAY

(A) (B) (C)

Line

No.

1

DESCRIPTION
Severance Pay

COMPANY
PROPOSED

RUCO
ADJUSTMENT

$ 329.665 $ (329,665)

RUCO
AS ADJUSTED

$ _

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-22

OPERATING INCOME ADJUSTMENT no. 11
OVERHAUL AND OUTAGE

(A) (B) (C) (E)

TEP
AS FILED

RUCO
ADJUSTMENT

RUCO
ADJUSTED

(D)
ACC

Jurisdictional
Factor

RUCO
AS ADJUSTEDExpenditures by Plant Location

Four Corners
Estimated recurring expense
Actual test year expenditures

Adjustment

$ 2,700,063 $

2,700,063

(2,238,572) $

(2,238,572)

461,491

461,491 95.66% s (2,141,386)

Navajo
Estimated recurring expense
Actual test year expenditures

Adjustment

1,384,559
2,561,527

(1,176,968)

(474,604)

(474,604)

909,955
2,561 ,527

(1 ,651 ,572) 95.66% S (454,000)

San Juan
Estimated recurring expense
Actual test year expenditures

Adjustment

2,188,235
4,464,000

(2,275,765)

5,400

5,400

2,193,635
4,464,000

(2,270,365) 95.66% $ 5,166

Luna
Estimated recurring expense
Actual test year expenditures

Adjustment

944,201
1,185,383
(241,182)

(546,061 )

(546,061 )

398,140
1,185,383
(787,243) 95.66% $ (522,354)

Gila
Estimated recurring expense
Actual test year expenditures

Adjustment

641 ,176
232,778
408,398

(641,176)

(641,176)
232,778

(232,778) 95.66% s (613,340)

Springerville
Estimated recurring expense
Actual test year expenditures

Adjustment

3,419,588

3,419,588

(972,349)

(972,349)

2,447,239

2,447,239 95.66% S (930,135)

Sundt/ Irvington
Estimated recurring expense
Actual test year expenditures

Adjustment

2,544,412

2,544,412

(1,121,768)

('I,121,768)

1 ,422,644

1 ,422,644 95.66% s (1,073,067)

ACT
Estimated recurring expense
Actual test year expenditures

Adjustment

626,471

626,471

(332,004)

(332,004)

(6,321 ,134)

294,467

294,467 95.66% s (317,590)

Net Estimated Recurring Expenses
Net Test Year Expenditures

14,448,705
8,443,688

8,127,571
8,443,688

COMPANY ADJUSTMENT s 6,005,017 s (6,321,134) S (316,117) 95.66% (6,046,705)

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
1 8
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

RUCO ADJ USTMENT

49
50
51
52

RUCO ADJUSTMENT . ACC JURISDICTIONAL
s (6,046,705)

The Company project their average estimated recurring expense from 2016 through 2024.
RUCO removed the projected average and instead used a historical average based on known and measureable costs.

References;
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)
Column (D) = ACC Jurisdictional Ratio
Column (E) : RUCO ACC Jurisdictional



TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-23

OPERATING INCOME ADJUSTMENT no. 12
RATE CASE EXPENSE

DESCRIPTION

(A)
COMPANY

PROPOSED

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED
Line

*Q
1 Rate Case Expense
2 Normalization Years
3 Rate Case Expense

$ 1,190,000
3

396,667$

$

$

(240,000)
3

(80,000)

$

$

950,000
3

316,667

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) = Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30. 2015

Schedule JMM-24

OPERATING INCOME ADJUSTMENT no. 13
DEPRECIATION EXPENSE

DESCRIPTION

Line

No.
1

2

3
4

Depreciation and Amortization

(A) (B) (C)
COMPANY RUCO RUCO
PROPOSED ADJUSTMENT AS ADJUSTED

s 129,702,903 s (18,456,271) s 111,246,631

$
Depreciation Rate

0.2842 $
Depress. Exp

3,957,236
5
6
7

8
g

10
11

Remove Post Test Year Plant
303 Miscellaneous intangible plant

310 Land and Land Rights
311 Structures and improvements

312 Boiler plant equipment
314 Turbo generator units

315 Accessory electric equipment

344 Generators
360 Land and Land Rights
362 Station Equipment

364 Poles, towers and fixture
365 Overhead conductors and devices
366 Underground conduit
357 Underground conduit and devices
368 Line Transformers
369 Services
370 Meters
373 Street Lighting

390 Structures and improvements General plant
391 Office furniture and equipment
392 Transportation equipment
394 Tools, shop, and garage Equip
395 Laboratory Equip
396 Power Operated Equipment

397 Communication equipment

0.1632
0.0521

0.1181
0.2462

0.0494

0.0283
0.0360
0.0402
0.0380

0.0324
0.0428

0.0428
0.0424
0.0712
0.0408

0.0529
0.3991
0.2127
0.1178
0.1949
0.1250

0.1262
s

Plant

13,926,208

1,526
4,884,663

20,403,390

22,853

1,858,242
1 ,254,643

4,100

780,364
5,122,906

(198,674)
27,746

112,774
1,861 ,932

664,169
695,497
10,727

387,061
2,187,377

325,262

3,939
51 ,829

592,513
736,386

55,717,433

797,198
1,063,854

2,700

457,546

61 ,936

116
28,094

205,940

(7,550)

898
4,826

79,690

28,160
49,520

438
20,466

873,032

69,188

464
10,100
74,054

92,902
7,870,808

Remove Post Test Year Plant - Renewables
312 Boiler plant equipment

344 Generators
397 Communication equipment

P lant

$ 4,938,053
16,362,835

23,485
21,324,373

0.0334 s
0.0546

0.0514

s

164,930.00

894,078

1 ,206
1 ,060214

Adjust Depreciation Expense for San Juan Unit 1 and Sprinqervilie in total

Company
18,127,762 sSan Juan Unit 1 3

RUCO Depress. Exp
10,629,652 S 7,498.110

12
13

14
15
16
17
18

19
20
21
22
23
24

25
26
27
28

29

30
31
32

33
34

35
36

37
38

39
40

41
42
43

Springerville Total 27,058,363 S 23,947,259 S 3,111,104

ACC Jurisdictional Ratio
Total Deprecation Study Adjustment

$
0.8978

9,525,249

Note: Already adjusted Post Test Year Plant for ACC Jurisdictional Ratio

References:
Column (A) Per Company Filing
Column (B) Testimony FVVR
Column (C) : Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E~01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-26

OPERATING INCOME ADJUSTMENT no. 15
REMOVE POST TEST YEAR PROPERTY TAX EXPENSE

DESCRIPTION

(A)
COMPANY

PROPOSED

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED
Property Tax $ 564,897 S (564,897) $

$ 159,010
58,378

Line

No.
1

2
3
4
5
6
7
8
9

10
11
12
13

Post Test Year Propertv Tax
Generation
Post Test Year Plant
Post Test Year Plant - Renewables
Distribution:
Post Test Year Plant
Post Test Year Plant - Renewables
General:
Post Test Year Plant
Post Test Year Plant - Renewables
Total

243,625

$

103,744

140
564,897

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
Column (C) : Column (A) + Column (B)
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A=15-0322
Test Year Ended June 30, 2015

Schedule JMM-27

Operating Adjustment No. 16
Interest Synch ionization

Line

No.

1

Description
Adjusted Rate Base

Tax Rate

(A)
Company
Proposed

s 2,104,677,690

(B)
RUCO

Recommended
$1 ,840,647,319

2 Weighted Cost of Debt 2.16% 2.16%

3 Synchronized Interest Deduction $ 45,461 ,038 8 39,757,982

4 Increase (Decrease) in Deductible Interest $ (5,703,056)

5 State Income Taxes 3.24% S 184,950

6 Federal Taxable Income $ (5,518,106)

7 Federal Income Taxes 35.00% $ 1,931,337

8 Increase (Decrease) to Income Tax Expense $ 2,116,287

References:
Column (A) Per Company Filing
Column (B) Testimony JMM
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-28

OPERATING INCOME ADJUSTMENT no. 17
INCOME TAX EXPENSE

Line
No.

$ 835,322
1
2
3
4
5
6
7
8
g
10
11
12
13
14

RUCO Income Tax Calculation on RUCO Adjustments
(Thousands of Dollars)
Operating Revenues:
Electric Retail Revenues
Sales for Resale
Other Operating Revenue
Total Operating Revenue $ 835,322

Operating Expenses:
Fuel, Purchased Power and Trans
Other Operations and Maintenance Exp
Depreciation and Amortization
Taxes Other than income Taxes
Pre -Tax Operating Expenses
Pre -Tax Operating income
income Taxes

$ _
(24,977,963)
(29,364,312)

(564,897)
$ (54,907,171)
$ 55,742,493
$ 21,317,602

Combined Effective Tax Rate from Company's C-3 38.2430%

References:
Testimony JMM
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TUCSON ELECTRIC POWER COMPANY
Docket No. E-01933A-15-0322
Test Year Ended June 30, 2015

Schedule JMM-29

COST OF CAPITAL - ORIGINAL COST RATE BASE
Thousands of Dollars

(B) (D) (E)

L\NE

NO. DESCR\PT\ON

(A)
COMPANY

AS

FILED

RUCO

ADJUSTMENTS

(C)
RUCO

AS

ADJUSTED PERCENT

COST

RATE

(F)
WEIGHTED

COST

RATE

Long-term Debt 1,441,656 1,441,656 49.97% 4.32% 2.16%

Common Equity

TOTAL CAPITAL

50.03% 10.35% 5.18%

s

1,443,610

2,885,266 s

1,443,610

2,885,266 100.00%

1
2
3
4
5

6
7

8
g

WEIGHTED COST OF CAPITAL (Sum Lines 1 Thru 5) 7.34%

COST OF CAPITAL - FAIR VAUE RATE BASE

(B) (D) (E)

DESCRIPTION

(A)
COMPANY

AS
FILED

RUCO
ADJUSTMENTS

(C)
RUCO

AS
ADJUSTED PERCENT

COST
RATE

(F)
WEIGHTED

COST
RATE

Long-term Debt 1,441,656 $ $ 1,441,656 49.97% 4.32% 2.16%

Common Equity

TOTAL CAPITAL

50.03% 9.20% 4.60%

s

1,443,610

2,885,266 s

1,443,610

2,885,266 100.09%

WEIGHTED COST OF CAPITAL (Sum Lines 1 Thru 5) 6.76%

10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26 Fair Value Increment 0.54%

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):
Column (F):

Company Schedule D-1
Testimony, RBM
Column (A) + Column (B)
Column (C), Line Item / Total Capital
Testimony, RBM
Column (D) X Column (E)
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S
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Surrebutta!/Settlement Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

EXECUTIVE SUMMARY

The Residential Utility Consumer Office ("RUCO") has reviewed the rebuttal
testimony of Tucson Electric Power Company ("Company orT EP"), and the
direct testimony of Commission Staff ("Staff") and the various interveners in
this docket.

The testimony herein, discusses RUCO's settlement of issues related to the
revenue requirement and issues that are still outstanding.

ii

l l
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Surrebuttal/Settlement Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

I.

Q .

INTRODUCTION

Please state your name for the record.

My name is Jeffrey M. Michlik.

Q. Have you previously filed testimony regarding this docket?

Yes, I have. I filed direct testimony in this docket on June 3, 2016.

Q. What is the purpose of your surrebuttal testimony?

My surrebuttai testimony will address the revenue requirement, and other

issues.

Q.

A.

How is your surrebuttal testimony organized?

My surrebuttai testimony is presented in three sections. Section l provides

an introduction. Section ll addresses the settlement of the revenue

requirement by several parties in this case, and Section III addresses other

issues.

Q.

SETTLEMENT OF REVENUE REQUIREMENT

Did the Company, Staff, RUCO and several other intewenors meet with

the Company in settlement negotiations to try to narrow and settle

issues relating to the revenue requirement in this case?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes. The parties in this proceeding met with the Company on Friday August

the 6th.

A.

A.

A.

A.

1
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Surrebuttal/Settlement Testimony of Jeffrey M. Michtik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

Q. What were the results of the settlement meeting?

Some parties including RUCO have settled on a revenue requirement of

$81 ,497,921 , see attachment A.

Please highlight some of the major areas that the Company, RUCO and

other parties in this proceeding were able to reach agreement.

While I will not address every issue reached in the settlement agreement

just those dealing with revenue requirement, twill go over some of the major

points in the settlement agreement that benefit ratepayers that relate to

settled revenue requirement. The Company, RUCO and other parties to

the settlement have agreed to:

• A permanent write down of the Net Book Value of the TEP

headquarters by $5 million which results in a $5 million dollar

reduction to Original Cost Rate Base. This will resolve the TEP

headquarters issue that was an issue in the last rate case, and in this

rate case, and going forward.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23
24

25

• The inclusion of post-test year plant that was in service as of June

30, 2016 in the amount of $49.6 million, and post-test year renewable

generation plant in the amount of $4.8 million. Which is a reduction

of $18.1 million* from what the Company requested in Rebuttal

testimony.

A.

A.

Q.

1 See Company Rebuttal Schedule B-2, Page 2 of 5.

2



Surrebuttal/Settlement Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

•

(ii)

As laid out in Attachment A, the following changes to depreciation

and amortization rates were negotiated by the parties that were

previously in dispute:

(i) that the rates for San Juan Generating Station shall be

adjusted to reflect a depreciable life ofTEP'stotal investment,

including the Balanced Draft project, at San Juan Unit 1 of six

(6) years,

$90 million of excess distribution reserves will be transferred

to San Juan Unit 1 and

a change to depreciation rates on TEP's distribution plant to

offset the change in depreciation expense for San Juan Unit.

(iii)

(iii)

(iV)

Additional provisions include the following:

(i) A six year historical average of outage expenses.

(ii) Exclusion of 2017 payroll expense off percent related to non-

classified employees.

A 50/50 sharing of short-term incentive compensation.

Rate case expense of $1 million normalized over four years,

and

Removal of $1 .1 million associated with litigation costs related

to Alter fa.

(v)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q. Any other comments on the settled revenue requirement of

$81,497,921?

Yes. $15,243-,13 of revenue requirement increase is related to the non-fuel

operating costs associated with the Company's 50.5 percent share of

A.

3



Surrebuttal/Settlement Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

Springerville Generating Station ("SGS") Unit 1. The Company in its direct

testimony requested that this amount be passed through the Purchased

Power and Fuel Adjustment Clause ("PPFAC"). Since that time the

Company now owns 100 percent of SGS Unit 1, the Company has asked

that the $15,243,913 be included in operating expenses, and removed from

the PPFAC. Stated another way the ratepayers would have to pay for this

either through the PPFAC or through base rates, and thus any perception

that RUCO has agreed to an additional increase of $15,243,913 is untrue.

III.

Q.

QTH_ER LSSUES

Are there any remaining issues that you testified to in direct testimony

that were not settled?

Yes. The expansion of the adjustor mechanisms and the Company's

weather normalization.

Expansion of Current Adjustor Mechanisms

Q. You discussed the Company's expansion of their current Adjustor

Mechanisms in direct testimony?

Yes.

1

2

3

4

5

6

7

8

g

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q. Do you have anything new to add?

Yes, just briefly. The recommended order and opinion issued by the

administrative law judge in Docket No. E-04204A-15-0142, addressed the

Lost Fixed Cost Recovery ("LFCR") Mechanism. "UNSE has not met its

burden to show that its proposed changes to the LFCR mechanism are in

the public interest. The LFCR mechanism is not intended to operate as a

A.

A.

A.

4



Surrebuttal/Settlement Testimony of Jeffrey M. Michlik
Tucson Electric Power Company
Docket No. E-01933A-15-0322

full De-coupler mechanism, but rather to collect the lost fixed cost revenues

associated with Commission-mandated programs such as Energy

Efficiency and DG." 2

Similarly, regarding the Purchased Power and Fuel Adjustment Clause

("PPFAC"). "The Company has not presented a compelling reason for

changing the current method of allocating fuel costs among the various rate

classes in the PPFAC. Therefore, for the reasons set forth by Staff and

RUCO, we decline to adopt UNSEE's proposed PPFAC modifications".3

Weatherjiormalization

Q. In your direct testimony RUCO recommended that the Company file

an annual report that showed the impact of weather normalization on

the Company's revenue?

Yes.

Q. What was the Company's response?

The Company in its rebuttal testimony stated that it could file the annual

report, but it would be time consuming, and would seek recovery from the

ratepayers of any costs incurred to provide this information.

1

2

3

4

5

6

7

8

9

1 0

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

21

22

23

24

Q.

A.

What is RUCO's response?

RUCO will withdraw the request at this time, but this does not preclude

RUCO from revisiting this issue in the next rate case.

2 S ee  page  123, line  2.
3  S e e pa ge  118,  line  18.

A.

A.

5
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1 Q. Does this conclude your rebuttal testimony?

2 Yes.

3

A.

6
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EXECUTIVE SUMMARY1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

The Company's presentation is a study in contrasts. On the one hand,
Company President David Hutchens testified that the impact of EE and DG
on the Company's retail electric sales has been significant noting that
energy efficiency and distributed generation reached nearly 1,000,000
Mwh, which equates to about 11% of TEP's test year sales. On the other
hand, the Company has acquired 413 MW of Gila River Unit#3 and in 2015,
the Company's growing renewable energy portfolio (including DG) is
expected to expand to over 500 megawatts as compared to 56 MW in the
Company's last rate proceeding.

On the one hand the Company has been told that its load forecasts appear
to be optimistic in that is assumes a rapid return to historical load growth
and the ACC Staff recommended that TEP reexamine their load forecasting
techniques. Yet, Company President David Hutchens states that from the
period of January 1, 2012 to June 30, 2015, TEP invested approximately
$1 .3 billion in order to continue providing its customers with safe and reliable
service. On a net plant basis for retail customers these investments
increase rate base from $1.5 billion in the last case to $2.1 billion in this
case an increase of 40%. The Company does not seem to understand its
building for load that under current market conditions is unlikely to return.

The Company is asking for a large amount of outstanding issues to be
addressed in thy.s case and the cost of them is large. Gila River Unit 3 is
being placed in rate base. The Company wants to recover the increased
cost for Springewille Unit 1 in the fuel adjustment clause. The Company
seeks full cost recovery of the stranded assets related to the Sundt Coal
Handling facilities and the pending retirement of San Juan Unit 2. The
Company seeks to shorten the service life of San Juan Unit 1 because of
problems that may or may not occur almost a decade from now.

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

I propose a series of adjustments to the Company's presentation. The first
addresses the capacity acquisition issue. When the Company has excess
capacity, it sells it in the wholesale market to recover some of the costs for
supporting that capacity. This is done under FERC approved wholesale
power contracts. The Company's presentation removes some of the sales
unjustly and I propose an adjustment which is more reflective of conditions
that occurred in the test year and appear likely to reoccur in the year
following when rates are reset, 2017.

My second adjustment is to depreciation. Here I propose two adjustments.
The first is to reject the shortening of the service life for San Juan Unit 1.
The Company has no firm basis to make this adjustment and given the rate
impact, an almost $13 increase in depreciation expense, and the fact that
the Company is asking ratepayers to pay for so many other things in this

ii
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case, I believe the Company's proposed shortening of the service life is
premature.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

My third adjustment relates to the recovery of post-test year plant. Based
on past precedent in this State, post-test year plant might be allowed for
recovery in rates when the plant is necessary for the provision of services
and reflects appropriate, efficient, effective, and timely decision-making.
This Company has a history of being overly optimistic in its load projections
and has been asked to review this by Commission Staff. Moreover, when
the Company is asked about basic information about its residential
customers, which constitute 90% of its customer base, it claims to have little
knowledge. Yet, with its propensity for spending, the Company continues
to build projects for forecasted load growth that has yet to materialize. I
don't believe that the Company has shown that its decisions reflect
appropriate, efficient, effective, and timely decision-making and as such,
propose to remove post-test year plant for rate raking purposes.

22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

My fourth adjustment relates to the third, and that is the Company's
proposed adjustment for residential  test year sales for weather
normalization. As noted above the Company claims it has little knowledge
about its customers and this brings into question the accuracy of attributing
any sales variation to weather as opposed to economic conditions. I
propose to only allow half of the proposed weather normalized sales
variation for residential customers to be allowed in rates.

My fifth and final adjustment relates to the UNS headquarters building.
TEP's parent corporation, UNS, conceived and built this building in the
downtown location. The downtown location was critical because UNS was
trying to gain investment tax credits which would have garnered the parent
Company considerably financial benefit. When the tax credits became
unavailable and after construction of the new building was complete and the
employees were about to move into the building, ownership was transferred
from the non-regulated entity, UNS, to the regulated entity, TEP, which
happened to be filing for a rate case shortly thereafter. Effectively, the
parent is attempting to shift the cost burden and risk associated with it from
its shareholders to TEPs ratepayers. When UNS was allowed to form a
holding Company back in 1997 there was a safeguard provision to ensure
that the formation of the Holding Company structure would not result in adverse
consequences to TEP. That provision was that the parent company would
charge the lower of embedded costs or the prevailing market rent for any
exchange of goods between the parent company and the affiliate. Since the
market rent in Tucson is considerably less than the embedded cost of the
building, for ratemaking purposes, l propose to reflect this provision of the holding
company order into the rate setting process. This would be effectuated by
removing the building from TEP's rate base, removing the associated expenses
and imputing a market based rent.

iii
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1 INTRODUCTION

2 Q. PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION.

3

4

My name is Frank W. Radigan. lam a principal in the Hudson River Energy

Group, a consulting firm providing services in electric, gas and water utility

5

6

industry matters, and specializing in the fields of rates, planning and utility

economics. My office address is 235 Lark Street, Albany, New York 12210.

7

8 Q. PLEASE DESCRIBE THE HUDSON RIVER ENERGY GROUP.

9

10

11

12

13

The Hudson River Energy Group ("HREG") is an engineering consulting firm

specializing in the fields of rates, planning, economics and utility operations

for the electric, natural gas, steam and water utility industries. HREG was

founded in 1998 and has served a wide variety of clients including municipal

utilities, government agencies, state commissions, consumer advocates,

14

15

law firms, industrial companies, power companies, and environmental

organizations. HREG conducts rate design and cost of service studies, and

16 designs performance based rate plans. HREG also assists clients in

17 handling the complexities of deregulation and restructuring, including Open

18 Access Transmission Tariff pricing, unbundling of rates, resource

19 adequacy, transmission planning policies and power supply. During

20 HREG's existence, we have proffered our expertise before the Federal

21

22

Energy Regulatory Commission ("FERC" or "Commission") and a large

number of state utility regulatory commissions across the country.

23

A.

A.

1
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' I

1 Q. PLEASE SUMMARIZE YOUR EDUCATION AND BUSINESS

2 EXPERIENCE?

3 I received a Bachelor of Science degree in Chemical Engineering from

4 Clarkson College of Technology in Potsdam, New York (now known as

5 "Clarkson University") in 1981 . I received a Certificate in Regulatory

6 Economics from the State University of New York at Albany in 1990. From

7 1981 through February 1997, I served on the Staff of the New York State

8 Public Service Commission ("NYPSC") in the Rates and System Planning

9 sections of the Power Division. My responsibilities included, resource

10 planning and the analysis of rates, depreciation rates and tariffs of electric,

11 gas, water and steam utilities in the state. These duties also encompassed

12

13

rate design, performing embedded and marginal cost of service studies, as

well as depreciation studies.

14

15 Before leaving NYPSC, I was responsible for directing all engineering staff

16

17

'18

during major proceedings, including those relating to rates, integrated

resource planning ("liP") and environmental impact studies. in February

1997, I left NYPSC and joined the firm of Louis Berger 8< Associates as a

19 Senior Energy Consultant. In December 1998, I formed my own consulting

20 firm.

21

22 In my 35 years of experience, I have testified as an expert witness in utility

23 rate proceedings on more than one hundred occasions before various utility

A.

2
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1 regulatory bodies, including: the Arizona Corporation Commission, the

2 Connecticut Department of Public Utility Control (now the Connecticut

3 Public Util ities Regulatory Authority), the Delaware Public Service

4 Commission, the Illinois Commerce Commission, the Kentucky Public

5 Service Commission, the Maryland Public Service Commission, the

6 Massachusetts Department of Telecommunications and Energy, the

7 Michigan Public Service Commission, the Mississippi Public Service

8 Commission, NYPSC, the New York State Department of Taxation and

9 Finance, the Nevada Public Utilities Commission, the North Carolina

10 Utilities Commission, the Pennsylvania Public Utility Commission, the

11 Public Service Commission of the District of Columbia, the Public Utilities

12 Commission of Ohio, the Rhode Island Public Utilities Commission, the

"IN Vermont Public Service Board, and the FERC. Currently, I advise a variety

14 of regulatory commissions, consumer advocates, municipal utilities, and

15 industrial customers concerning rate matters, including wholesale electricity

16 rates and electric transmission rates. A summary of my professional
I I

17 qualifications and experience, including a listing of cases in which l have

18 I proffered testimony, is attached as Exhibit FWR-1 . I

19

20 Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

21 I am testifying on behalf of the Residential Util ity Consumer Office

22 ("RUCO").

23

A.

3
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1 W ERE YOUR TESTIMONY AND EXHIBITS PREPARED BY YOU OR

2 UNDER YOUR DIRECT SUPERVISION AND CONTROL?

3 Yes, they were.

4

5 SCOPE OF TESTIMONY

6
7
8

WHAT IS THE SCOPE OF YOUR TESTHVIONY IN THIS PROCEEDING?

i have been asked to review the engineering justification and ratemaking

9 need for certain revenue requirement aspects of the Tucson Electric Power

10 Company's ("TEP" or "the Company") rate request.

11

12 HAVE YOU PREPARED AND EXHIBITS IN SUPPORT OF YOUR

13 RECOMMENDATIONS?

14 Yes, I have prepared the following:

15

16 Exhibit-FWR-1 - Resume of Frank W. Radigan

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Exhibit-FWR-2 - Response to RUCO 8.06
Exhibit-FwR-3 .. Response to RUCO 8.05
Exhibit-FWR-4 - Confidential Response to Staff 3.3
Exhibit-FwR-5 - Excerpt from TEP 2015 FERC Form 1
Exhibit-FWR-6 - Response to AECC 12.4
Exhibit-FwR-7 - Excerpt from TEP 2014 IP
Exhibit-FWR-8 - Confidential Planning Memorandum for Canoa Ranch
Exhibit-FWR-9 - Confidential Planning Memorandum for Lateral
Exhibit-FWR-10 - Responses to RUCO 7.3 and 7.4
Exhibit-FWR-11 - Responses to RUCO 7.11
Exhibit-FwR-12 - Response to RUCO 8.04
Exhibit-FwR-13 - Response to RUCO 7.20
Exhibit-FWR-14 - Response to RUCO 7.13 in 2012 Rate Case
Exhibit-FWR-15 - Confidential Extract from Response to RUCO 7.13
from 2012 TEP Rate Case
Exhibit-FWR-16 - Confidential Presentation on Tax Credits

Q.

A.

A.

Q.

A.

Q.

4
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1
2
3
4

Exhibit-FWR-17 - Response to RUCO 7.2 from 2012 TEP Rate Case
Exhibit-FWR-18 - New Headquarters Brochure
Exhibit-FwR-19 - Excerpts from UNS' 10-Ks for 2009 and 2010

5 SUMMARY OF TESTIMONY

6 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

7

8

Q

The Company's presentation is a study in contrasts. On the one hand,

Company President David Hutchens testified that the impact of EE and DG

on the Company's retail electric sales has been significant (Hutchens Direct

10 at 7). He notes that since 2012, cumulative sales reductions attributable to

11

12

13

14

15

energy efficiency and distributed generation reached nearly 1,000,000

Mwh, which equates to about 11% of TEP's test year sales (Ibid). On the

other hand, the Company has acquired 413 MW of Gila River Unit #3 and

in 2015, the Company's growing renewable energy portfolio (including DG)

is expected to expand to over 500 megawatts ("MW") as compared to 56

16 MW in the Company's last rate proceeding (Hutchens Direct at 6-7). In

17

18

addition, customer installed solar applications continue unabated at

approximately 2 MW a month and now total approximately 180 MW (ibid).

19

On iN one hand the Company has been told that its load forecasts appear

21

22

23

to be optimistic in that is assumes a rapid return to historical load growth

and the ACC Staff recommended that TEP reexamine their load forecasting

techniques. Yet, Company President David Hutchens states that from the

1 DOCKET NO. E-00000V-13-0070 - S taff'statewide review and assessments of the
integrated resource plans, filed on December 19, 2014, page 114.

5

20

A.
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1

2

3

4

period of January 1, 2012 to June 30, 2015, TEP invested approximately

$1 .3 billion in order to continue providing its customers with safe and reliable

service (Hutchens Direct at 25). On a net plant basis for retail customers

these investments increase rate base from $1 .5 billion in the last case? to

5 $2.1 billion in this case (Schedule B) an increase of 40%. The Company

6 does not seem to understand its building for load that under current market

7 conditions is unlikely to return.

8

9 Company witness Dallas Dukes testifies that use per customer, since 2011 ,

10

11

12

TEP has seen a decline of approximately 7.5% in just the residential

customer class alone (Dukes Direct at 14). Yet, Company President

Hutchens testifies that TEP expects to supply at least 30 percent of TEP's

13 energy f rom renewable resources by 2030 doubliruq the level the

14 Qompany must achieve by 2025 under Arizona's RES Hutchens Direct at

15

16

17

page 7 and Sheehan Direct footnote 41 at page 32, emphasis added). The

obvious question here is why is the going so far above and beyond investing

in plant if it must be spread over a smaller base?

18

19 On the one hand, Company President Hutchens states that the recent Gila

20 River acquisition is part of a strategy to reduce reliance on coal abut this 413

2

3

Docket No. E-01933A-12-0_9, Settlement Agreement, Attachment A, under Column titled
Settlement, Row titled rate base.
Hatchers Direct at 7.

6
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1

2

3

MW acquisition did not replace the 156 MW Sundt 4 since that unit simply

switched from using coal to using gas as its primary fuel. Also, he testifies

that Gila River was purchased in anticipation of a reduction in coal capacity

4

5

6

7

as SGS4 yet because of issues related to the co-owners of SGS 1 wanting

to continue ownership in the plant, TEP is in the process of acquiring the

remaining 195 MW of SGS 1. Thus, at a t ime of declining peak demand

this 413MW acquisition is actually only replacing the scheduled retirement

8

9

10

11

of 170MW of capacity of San Juan Units. Finally, facts have changed since

Mr. Hutchens put in his testimony at the beginning of the case, TEP will not

reduce its coal capacity down from 1,551 MW at the end of 2011 to 1030

MW at the end of 2015 as he shows in his testimony but rather only down

12

13

14

to 1,395 MW since the Company has moved to acquire the remaining

portion of Springerville Unit 1 and San Juan 2 is not scheduled to retire until

the end of 2017. It should be noted that none of this is without costs as the

15

16

Company seeks full cost recovery for Gila River, the stranded assets at

Sundt ,  the st randed assets at  San Juan and for ful l  cost  recovery for

17 acquisition of all of Springervilie Unit 1

18

4 In December 2014 and January 2015, TEP purchased leased interests in SGS Unit 1 totaling
35.4%
ownership interest in the unit to 49.5°/0. Prior to January 1, 2015, TEP leased 100% of SGS
Unit 1, received 100% of its 387 MW capacity and owned an equity interest in one of the leases
covering a 14% share of the unit.

for an aggregate purchase price of $66 million. These purchases brought TEP's total

7



TEP - Gross Plant in Service
QS

8,ea
§
a l

.g

3=~
z

82
2006 2007 2008 zoos 2010 2011 2012 2013 zoo 2015

I I I I
I I I I

TEP - Retail Sales
Rolling 12 Months

3

9000
£0100

Sean
80500
30400
80000

38200
9100

9000
0000

2006 2007 2008 2000 2010 2011 2012 2013 2014 2015

n l I g rnu *--v.~.»-1 ll »-u 191 uv- "'Wl<li-v\|
- _

1.
¢u -v"

1

Redacted Direct Testimony of Frank W. Radigan
Tucson Electric Power Company
Docket No. E-01933A-15-0322 et al.

I

1

2

3

4

I have prepared the graphs below to illustrate my points. The first graph

illustrates the investment made by the Company in its system over the last

ten years while the second graph represents the Company's annual sales

on a rolling twelve month basis (a rolling 12 month calculation is used to

5 determine trends with each point being one year of data with the next data

6

7

point adding one month of data and subtracting the oldest month from the

calculation). This information was taken supplied from in responses to

8 RUCO 8.06 (Exhibit FWR-2)

9

10

11

5 TEP Gross Plant in service from TEP FERC Form 1, 2006-2015 inclusive, page 207, TEP retail
sales from responses to RUCO 8.06.

8
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1 As can be seen these two graphs are trending in the opposite directions.
I

2

3

4

5

6

7

8

9

10

think we should also be cognizant of two other graphs that illustrate TEP's

system. The first is a load duration curve which is developed by taking the

peak demand in each hour of the year and ranking it from highest to lowest.

This graph was developed from data supplied in response to RUCO 8.05

(Exhibit-FWR-3). This is a curve that is used in generation planning and

integrated resource planning ("liP") and is useful when comparing capacity

resource options to the load being experienced by the Company. The X

axis is the % of hours in the year. As shown below TEP's load is 1,000 MW

or less for 50% of all hours in the year.

11

12

13

14

15

16

17

The next graph is the load duration curve again but the total amount of coal

capacity under the Company's operational control for the test year is also

shown (Coal capacity data taken from response to Noble 3.6). This curve

is useful to compare the amount of base load capacity the Company has

versus the need of its retail customers. As shown on the graph below, TEP

9
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Q

> 1

2

has a considerable amount of excess coal capacity for a large percentage

of time. In fact, TEP coal generation resources exceed its retail load 83%

3 of the time in 2015.

4

5

6

7 I

8

9

present these graphs as contextual background to the discussion and

adjustments that fellow. The Company is asking for a large amount of

outstanding issues to be addressed in this case and the cost of them is

10 large. Gila River Unit 3 is being placed in rate base. The Company wants

11

12

13

14

15

16

to recover the increased cost for Springerville Unit 1 in the fuel adjustment

clause. The Company seeks full cost recovery of the stranded assets

related to the Sundt Coal Handling facilities and the pending retirement of

San Juan Unit 2. The Company seeks to shorten the service life of San

Juan Unit 1 because of problems that may or may not occur almost a

decade from now. If these factors were not enough there is the issue of

17 increased rate base to recover the cost of the Company's penchant for new

10
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1 investments while at the same time load continues a steady ten year old

2 decline.

3

4 I propose a series of adjustments to the Company's presentation. The first

5

6

addresses the capacity acquisition issue. When the Company has excess

capacity, it sells it in the wholesale market to recover some of the costs for

7 supporting that capacity. This is done under FERC approved wholesale

8

9

10

power contracts. The Company's presentation removes some of the sales

unjustly and I propose an adjustment which is more reflective of conditions

that occurred in the test year and appear likely to reoccur in the year

11 following when rates are reset, 2017.

12

13

14

15

16

My second adjustment is to depreciation. Here I propose two adjustments.

The first is to reject the shortening of the service life for San Juan Unit 1.

The Company has no firm basis to make this adjustment and given the rate

impact, an almost $13 increase in depreciation expense, and the fact that

17

18

the Company is asking ratepayers to pay for so many other things in this

case, I believe the Company's proposed shortening of the service life is

19 premature.

20

21 My third adjustment relates to the recovery of post-test year plant. Based

22 on past precedent in this State, post-test year plant might be allowed for

23 recovery in rates when the plant is necessary for the provision of services

11
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0

1 and reflects appropriate, efficient, effective, and timely decision-making. As

2

3

will be discussed in more detail below this Company has a history of being

overly optimistic in its load projections and has been asked to review this by

4 Commission Staff. Moreover, when the Company is asked about basic

5 information about its residential customers, which constitute 90% of its

6 customer base, it claims to have little knowledge. Yet, with its propensity

7

8

9

for spending, the Company continues to build projects for forecasted load

growth that has yet to materialize. I don't believe that the Company has

shown that its decisions reflect appropriate, efficient, effective, and timely

10 decision-making and as such, propose to remove post-test year plant for

11 rate raking purposes.

12

13

14

15

My fourth adjustment relates to the third, and that is the Company's

proposed adjustment for residential  test year sales for weather

normalization. As noted above the Company claims it has little knowledge

16 about its customers (making no attempt to track the number of vacant

17

18

homes or the number of seasonal customers) - this brings into question the

accuracy of attributing any sales variation to weather as opposed to

19 economic conditions. propose to only allow half of the proposed weatherI

20 normalized sales variation for residential customers to be allowed in rates.

21

22

23

My fifth and final adjustment relates to the UNS headquarters building.

TEP's parent corporation, UNS, conceived and built this building in the

12
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1 downtown location. The downtown location was critical because UNS was

2

3

4

trying to gain investment tax credits which would have garnered the parent

Company considerably f inancial benef i t .  When, through the course of

events, the tax credits became unavailable after construction of the new

5

6

7

8

9

10

11

12

building was complete and the employees were about to move into the

building, ownership was transferred from the non-regulated entity, UNS, to

the regulated entity, TEP, which happened to be filing for a rate case shortly

thereafter. Effectively, the parent is attempting to shift the cost burden and

risk associated with it from its shareholders to TEPs ratepayers. When UNS

was allowed to form a holding Company back in 1997 there was a provision

in the Commission's decision approving the holding company as a safeguard

to ensure that the formation of the Holding Company structure would not result

13

14

15

16

in adverse consequences to TEP. That provision was that the parent company

would chargethe lower of embedded costs or the prevailing market rent for any

exchange of goods between the parent company and the affiliate. Since the

market rent in Tucson is considerably less than the embedded cost of the

17 building, for ratemaking purposes, I propose to reflect this provision of the holding

18 company order into the rate setting process. This would be effectuated by

19

20

removing the building from TEP's rate base, removing the associated expenses

and imputing a market based rent.

21

22

23

13
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1 JURISDICTIONAL ALLOCATION
3

4

2 Q. COULD you PLEASE DISCUSS THE ISSUE OF JURISDICTIONAL

3 ALLOCATIONS?

4

5

6

7

8

9 transmission under an open access t ransmission tari f f .

Yes, some aspects of the Company's operations must be removed from the

rate raking process as they are not under the Commission's jurisdictional

control for rate setting. The clearest example of  this is the issue of

transmission where the Company's transmission assets are not under

Commission control but rather have been transferred and TEP purchases

Thus,  a l l

10

11

transmission assets and expenses are removed f rom TEP's income

statement and rate base for ratemaking purposes. A similar issue comes

12 up with generation which is sometimes sold in the wholesale market. For

13

14

15

16

17

18

sales that are short term in nature, less than a year, the revenues and fuel

costs are credited to the fuel adjustment mechanism. Long term wholesale

sales, contracts over a year in length, are sold at rates approved by the

Federal Energy Regulatory Commission. In the Company's presentation it

adjusts the income statement and rate base calculations so that the plant

associated with these transactions are not recovered within jurisdictional

19 base rates (Dukes direct at 51 ).

20

21

22

A.

14
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1 Q. HAVE YOU REVIEWED THE COMPANY'S CALCULATION RELATING

2 TO THIS ADJUSTMENT?

3

4

5

6

7

8

Yes and I bel ieve it  needs some ref inement. Staff  asked a discovery

question seeking the work papers and supporting documents used to derive

the jurisdictional allocations used for each pro-forma adjustment. This was

supplied in a confidential spreadsheet, STF3.3Jurisdict ionalAllocation-

Confidentialxlsx. The tab used to allocate the demand related aspects of

this issue is attached as Exhibit FWR-4 and shows both retail and wholesale

9 demands for 2015. For wholesale demands, the information is also broken

10

11

12

13

14

out by contract. To develop their pro-forma adjustment the Company

removed 200 MW out of the 296 MW of FERC jurisdictional contracts in

order to develop its jurisdictional allocator (See column (h)). No explanation

in the discovery response, the spreadsheet provided or the direct testimony

of the Company addresses this removal.

15

16 DO you BELIEVE THE REMOVAL OF THESE TWO CONTRCTS IS

1 / REASONABLE?

18 No. One contract for 100 MW is titled Shell. On TEP's FERC Form 1 this

19

20

2'l

contract is listed as being with Shell Energy North America (US) LLP (see

Exhibit FWR-5). In response to a discovery question in this case TEP states

that this contract was put into place after the acquisition of Gila River Unit 3

22 and the contract expires on December 31, 2017 (See Exhibit FWR-6). As

23 new ra tes  are  schedu led to  go  in to  e f fec t  on  January 1 ,  2017 i t  i s

A.

Q.

A.

15
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1 unreasonable to take this contract out. The second contract that was

2

3

4

5

6

7

8

9

10

11

12

13

removed before calculating the jurisdictional allocator was titled SRP which

on TEP's FERC Form 1 this contract is listed as being with the Salt River

Project Agricultural Improvement and Power District. A review of TEP's

2014 IP shows that the SRP project was part of its long term wholesale

power supply obligations but that the contract terminated sometime in 2016

(See Exhibit FWR-7 ). While this would indicate this could be the basis for

a proper pro-forma adjustment, a review of TEP's 2016 IP shows that the

Company has entered into a new wholesale power supply contract with the

Navopache Electric Cooperative for 44 MW of capacity beginning in 2017.

l would also note that the existing contract with the TRICO electric

cooperative, which was entered into place after the acquisition of Gila River

Unit 3, is scheduled to increase from 50 MW to 85 MW in 2018.

14

15 Q. GIVEN THIS INFORMATION WHAT DO you RECOMMEND FOR RATE

16 SETTING PURPOSES?

17

18

Given that the Company has provided no explanation as to why it removed

these two contracts, the fact that one of them will continue for at least a year

19 after when new rates are set, that at least one new wholesale contract has

20

21

22

23

been entered into after the end of the test year, that the Company has a

history of marketing capacity acquisitions in the wholesale market when

they are needed for retail customers, and the fact that retail load has

exhibited decline and therefore makes more capacity available for the

A.

16
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1

2

wholesale market, I believe that the Company has not shown its adjustment

to be reasonable and should therefore be rejected.

3

4

5

6

7

8

I should also note that TEP is requesting that the operational costs of a

portion of Springerville Unit 1 be recovered through the PPFAC (Grant

Direct at 24). It is important for retail customers that the proper jurisdictional

allocation of costs should also apply to the Company's requested recovery

of any costs associated with generation through the PPFAC.

9

10 DEPRECIATION

11 PLEASE DISCUSS YOUR ADJUSTMENTS TO DEPRECIATION

12 EXPENSE?

13

14

15

16

As I noted in the introduction to my testimony, I propose two adjustments.

The first relates to the service life of San Juan Unit 1 which the Company is

proposing a change to the retirement date from 2036 to 2027 based on the

feasibility of future coal supply agreement extensions (Sheehan Direct at

17 2621-22). As Mr. Sheehan explains the current coal supply contract is

18

19

20

21

scheduled to end by 2022 and any extension to the contract must be

renegotiated by 2019 (Ibid). Without given many specif ics Mr. Sheehan

states there are numerous factors impacting the future of the coal supply

and he recommends that the Commission only expect a five year contract

22 extension of the existing agreement.

23

A.

Q.

17
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1 Q. PLEASE COMMENT.

2

3

4

Mr. Sheehan provides little in the way of facts to his proposal. As he notes

numerous factors could act to shorten the life of the existing mine and there

are numerous other factors that could act to lengthen the life. One most

5

6

7

8

9

10

11

notable is that San Juan Unit 2 was scheduled to cease operations in 2033

(Sheehan Direct at 23) and is now being retired at the end of 2017. All else

being equal then some coal mine capacity that was expected to be used for

supplying San Juan Unit 2 could now be used to supply San Juan Unit 1.

Thus, by using existing resources the mine could supply San Juan 1 for a

number of years beyond 2027. Given the facts that nothing is known for

certain, l recommend that the current service be maintained.

12

13 Q. COULD YOU PLEASE DISCUSS YOUR SECDND ADJUSTMENT TO

14 DEPRECIATION?

15

16

Yes. The Company is in the process of acquiring all interest in Springerville

Unit 1 which will change it from a minor lease owner to actual owner of the

17 unit. As the Company already owns Unit 2, this 793 MW of capacity is a

"IN

19

large portion of the Company's generation portfolio. In addition, as these

are newer units, they do not suffer some of the same environmental issues

20

21

22

impacting the other coal stations in the Company's fleet. Finally, since the

Company is acquiring more of this station it appears that this will be the

Company's flagship coal generating station on a going forward basis. The

23 service lives of this stat ion, however, do not ref lect this outlook. The

A.

A.

18
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1 expected retirement date Unit 1 is 2045 and the service life for Unit 2 is

2

3

4

5

6

expected to be 2050. The leasehold improvements at Unit 2 are set to last

only until 2024. Given that this is TEP's best unit and it will soon own all

of Units 1 and 2, depreciation rates should reflect the Company's long term

outlook for the plant and l propose an expected retirement date for Units 1,

Unit 2 and all common equipment at 2050.

7

8 COULD y o u PLEASE ADDRESS THE ISSUE OF EXCESS

9 DEPRECIATION RESERVE?

10 Yes, there was a provision from the Settlement in the last TEP rate case

11

12

13

14

15

16

17

18

that any excess depreciation reserve in production plant be used to write off

stranded assets due to early ret irements and any remaining excess be

returned to ratepayers over 15 years. In this case the Company used the

excess reserve to wr i te of  the Sundt  coal  handl ing fac i l i t ies  and the

remaining assets of San Juan 2. The Company did this calculation based

on 2014 plant balances. However, since rates are going to be reset on

January 1, 20th, the Company's calculations does not recognize that both

assets continue to accrue depreciation expense which is credited to the

19 depreciation reserve. Al l  e lse being equal therefore,  the Company's

20

21

22

presentat ion removes too much excess deprecat ion reserve than is

necessary to write oft these assets. I calculate the amount in question to

be approximately $20 million. While the coal handling facilities at Sundt are

A.

Q.

6 Docket No. E~01933A-12-0_9, Settlement Agreement, Section 20.3.

19
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1

2

3

4

5

6

7

8

no longer used a calculation could be done but for San Juan 2, because the

plat will be operating for a full three years after the Company performed its

calculation there will still be additions and retirement at the plant, the correct

calculation will not be able to be done until after 2017. Said another way, it

is only after the San Juan 2 Unit is fully retired will the true effect that the

write off will have on the excess depreciation reserve. As such, if  any

excess depreciation reserve is available after all depreciation rates are set

in this case,  I would recommend that  i t be revis ited in the next  rate

9

10

proceeding and not  passed back to ratepayers over the 15 years  as

contemplated in the Settlement from the last rate case.

11

12 POST TEST YEAR PLANT ADDITIONS

13 Q. COULD you  PLEASE COMMENT  ON T HE COMPANY'S  REQUEST

14 FOR POST TESTYEAR PLANT ADDITIONS?

15

16

Yes. TEP has adjusted its rate base to include approximately $51 .8 million

of plant additions that have been, or are expected to be, placed in service

17 between July 1, 2015.and December 31, 2015 (Dukes Direct at 43). True

18

'IQ

20

21

22

23

Company has also adjusted its rate base to include approximately $20.8

million of plant additions for renewables that have been, or are expected to

be, placed in service between July 1, 2015 and December 31, 2016 (Dukes

Direct at 44). This adjustment extends out an additional 12 months beyond

the non-renewable post-test-year cut-off (ibid). This allows for the reflection

of these renewable asset investments approved through the REST

A.

20

is
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1

2

application process to be recovered through base rates as opposed to being

recovered through the REST tracker (Ibid).

3

4 Mr. Dukes argues that these projects will be benefiting customers by the

5
Mr.

6

7

time new rates are effective (Dukes Direct at 43 and again at 44).

Dukes goes on to state that by allowing rate recovery in this rate case will

more closely align cost recovery to the Company with the benefits that are

8 currently being provided to existing customers (Dukes Direct at 43). Mr.

9

10

11

12

13

14

15

16

17

18

19

Dukes also states that rate recovery in this rate case also lowers the cost

to customers by limiting the amount of Allowance For Funds Used During

Construction ("AFUDC") charged to the assets, thereby reducing the future

depreciation and carrying costs associated with this plant (Ibid). Mr. Dukes

states that the Company's request is consistent with the Commission's past

orders with respect to post test year plant addit ions as well as the rate

treatment allowed it in the last rate case (Dukes Direct at 43 and at 44).

Finally, Mr. Dukes concludes that the timely recovery of costs incurred to

maintain a safe, reliable electric system is necessary to mitigate larger rate

impacts that result from the use of historic test years combined with little to

no increase in sales (Dukes Direct at 43).

20

21 Q. COULD YOU PLEASE COMMENT ON THE COMPANY'S REQUEST?

22 Yes. I would like to start with Mr. Duke's f inal argument. I think what he

23 means is that it  is cheaper to give them the money now while sales are

A.

21
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i

1 1

2

3

4

relatively high because if they have to wait until the next rate case sales will

be lower so the resultant percentage increase in rates necessary to reflect

them in rate base will be higher. Of course that is really the issue here

because one of the caveats that the Commission has used in allowing post

5

6

test year plant additions is that the utility must show the plant is necessary

for the provision of services and reflects appropriate, efficient, effective, and

7 timely decision-making.

8

Q

10

11

12

13

When the utility's sales and peak demand are declining due to the effect of

energy efficiency, the growth of distributed generation and persistent weak

economic conditions, one must question why the utility continues to plan for

and add additional plant. Again, we should keep in mind the trend line for

the Company's retail sales.

14

15

16

17 In this current retail sales environment, if increased safety and reliability is

18 the goal  as  Mr.  Dukes  s tates  then one may not  need to  put  in  new

22

Nb
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1 investments while at the same time load continues a steady ten year old

2 decline.

3

4 I propose a series of adjustments to the Company's presentation. The first

5

6

addresses the capacity acquisition issue. When the Company has excess

capacity, it sells it in the wholesale market to recover some of the costs for

7 supporting that capacity. This is done under FERC approved wholesale

8 power contracts. The Company's presentation removes some of the sales

9 I

10

unjustly and propose an adjustment which is more reflective of conditions

that occurred in the test year and appear likely to reoccur in the year

11 following when rates are reset, 2017.

12

13

14

My second adjustment is to depreciation. Here I propose two adjustments.

The first is to reject the shortening of the service life for San Juan Unit 1.

15

16

The Company has no firm basis to make this adjustment and given the rate

impact, an almost $13 increase in depreciation expense, and the fact that

17

18

the Company is asking ratepayers to pay for so many other things in this

case, I believe the Company's proposed shortening of the service life is

19 premature.

20

21 My third adjustment relates to the recovery of post-test year plant. Based

22 on past precedent in this State, post-test year plant might be allowed for

23 recovery in rates when the plant is necessary for the provision of services

11
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1 and reflects appropriate, efficient, effective, and timely decision-making. As

2

3

will be discussed in more detail below this Company has a history of being

overly optimistic in its load projections and has been asked to review this by

4 Commission Staff. Moreover, when the Company is asked about basic

5 information about its residential customers, which constitute 90% of its

6 customer base, it claims to have little knowledge. Yet, with its propensity

7

8

9

for spending, the Company continues to build projects for forecasted load

growth that has yet to materialize. l don't believe that the Company has

shown that its decisions reflect appropriate, efficient, effective, and timely

10 decision-making and as such, propose to remove post-test year plant for

11 ratemaking purposes.

12

13 My fourth adjustment relates to the third, and that is the Company's

14 proposed adjustment for residential  test year sales for weather

15 normalization. As noted above the Company claims it has little knowledge

16 about its customers (making no attempt to track the number of vacant

17

18

homes or the number of seasonal customers) - this brings into question the

accuracy of attributing any sales variation to weather as opposed to

19 economic conditions. I propose to only allow half of the proposed weather

20 normalized sales variation for residential customers to be allowed in rates.

21

22

23

My fifth and final adjustment relates to the UNS headquarters building.

TEP's parent corporation, UNS, conceived and built this building in the

12
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1 downtown location. The downtown location was critical because UNS was

2

3

4

trying to gain investment tax credits which would have garnered the parent

Company considerably f inancial benef it .  When, through the course of

events, the tax credits became unavailable after construction of the new

5

6

7

8

9

10

11

12

building was complete and the employees were about to move into the

building, ownership was transferred from the non-regulated entity, UNS, to

the regulated entity, TEP, which happened to be filing for a rate case shortly

thereafter. Effectively, the parent is attempting to shift the cost burden and

risk associated with it from its shareholders to TEPs ratepayers. When UNS

was allowed to form a holding Company back in 1997 there was a provision

in the Commission's decision approving the holding company as a safeguard

to ensure that the formation of the Holding Company structure would not result

13

14

15

'16

in adverse consequences to TEP. That provision was that the parent company

would chargethe lower of embedded costs or the prevailing market rent for any

exchange of goods between the parent company and the affiliate. Since the

market rent in Tucson is considerably less than the embedded cost of the

17 building, for ratemaking purposes, I propose to reflect this provision of the holding

18 company order into the rate setting process. This would be effectuated by

'19

20

removing the building from TEP's rate base, removing the associated expenses

and imputing a market based rent.

21

22

23

13
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1 JURISDICTIONAL ALLOCATION
s

2

2 Q. COULD you PLEASE DISCUSS THE ISSUE OF JURISDICTIONAL

3 ALLOCATIONS?

4

5

6

7

8

9 transmission under an open access transmission tariff.

Yes, some aspects of the Company's operations must be removed from the

rate raking process as they are not under the Commission's jurisdictional

control for rate setting. The clearest example of this is the issue of

transmission where the Company's transmission assets are not under

Commission control but rather have been transferred and TEP purchases

Thus, all

10

11

transmission assets and expenses are removed from TEP's income

statement and rate base for ratemaking purposes. A similar issue comes

12 up with generation which is sometimes sold in the wholesale market. For

13

14

15

16

17

18

sales that are short term in nature, less than a year, the revenues and fuel

costs are credited to the fuel adjustment mechanism. Long term wholesale

sales, contracts over a year in length, are sold at rates approved by the

Federal Energy Regulatory Commission. In the Company's presentation it

adjusts the income statement and rate base calculations so that the plant

associated with these transactions are not recovered within jurisdictional

19 base rates (Dukes direct at 51 ).

20

21

22

A.

"IN
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1 Q. HAVE you REVIEWED THE COMPANY'S CALCULATION RELATING

2 TO THIS ADJUSTMENT?

3

4

5

6

7

8

Yes and I believe it needs some ref inement. Staff  asked a discovery

question seeking the work papers and supporting documents used to derive

the jurisdictional allocations used for each pro-forma adjustment. This was

supplied in a confidential spreadsheet, STF3.3JurisdictionalAllocation-

Confidential.xlsx. The tab used to allocate the demand related aspects of

this issue is attached as Exhibit FWR-4 and shows both retail and wholesale

9 demands for 2015. For wholesale demands, the information is also broken

10

11

12

13

14

out by contract. To develop their pro-forma adjustment the Company

removed 200 MW out of the 296 MW of FERC jurisdictional contracts in

order to develop its jurisdictional allocator (See column (h)). No explanation

in the discover/ response, the spreadsheet provided or the direct testimony

of the Company addresses this removal.

15

16 Q. DO YOU BELIEVE THE REMOVAL OF THESE TWO CONTRCTS IS

17 REASONABLE?

18 No. One contract for 100 MW is titled Shell. On TEP's FERC Form 1 this

19

20

21

contract is listed as being with Shell Energy North America (US) LLP (see

Exhibit FWR-5). In response to a discovery question in this case TEP states

that this contract was put into place after the acquisition of Gila River Unit 3

22 and the contract expires on December 31, 2017 (See Exhibit FWR-6). As

23 new ra tes are  scheduled to  go in to  e f f ect  on January 1 ,  2017 i t  is

A.

A.

15
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1 unreasonable to take this contract out. The second contract that was

2

3

4

5

6

7

8

9

10

11

12

13

removed before calculating the jurisdictional allocator was titled SRP which

on TEP's FERC Form 1 this contract is listed as being with the Salt River

Project Agricultural Improvement and Power District. A review of TEP's

2014 IP shows that the SRP project was part of its long term wholesale

power supply obligations but that the contract terminated sometime in 2016

(See Exhibit FWR-7 ). While this would indicate this could be the basis for

a proper pro-forma adjustment, a review of TEP's 2016 IP shows that the

Company has entered into a new wholesale power supply contract with the

Navopache Electric Cooperative for 44 MW of capacity beginning in 2017.

l would also note that the existing contract with the TRICO electric

cooperative, which was entered into place after the acquisition of Gila River

Unit 3, is scheduled to increase from 50 MW to 85 MW in 2018.

14

15 Q. GIVEN THIS INFORMATION WHAT DO YOU RECOMMEND FOR RATE

16 SETTING PURPOSES?

17

18

19

Given that the Company has provided no explanation as to why it removed

these two contracts, the fact that one of them will continue for at least a year

after when new rates are set, that at least one new wholesale contract has

20

21

22

23

been entered into after the end of the test year, that the Company has a

history of marketing capacity acquisitions in the wholesale market when

they are needed for retail customers, and the fact that retail load has

exhibited decline and therefore makes more capacity available for the

A.

16
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1

2

wholesale market, I believe that the Company has not shown its adjustment

to be reasonable and should therefore be rejected.

3

4

5

6

7

8

I should also note that TEP is requesting that the operational costs of a

port ion of Springervil le Unit  1 be recovered through the PPFAC (Grant

Direct at 24). It is important for retail customers that the proper jurisdictional

allocation of costs should also apply to the Company's requested recovery

of any costs associated with generation through the PPFAC.

9

10 DEPRECIATION

11 PLEASE DISCUSS YOUR ADJUSTMENTS TO DEPRECIATION

12 EXPENSE?

13

14

15

16

As I noted in the introduction to my testimony, I propose two adjustments.

The first relates to the service life of San Juan Unit 1 which the Company is

proposing a change to the retirement date from 2036 to 2027 based on the

feasibility of future coal supply agreement extensions (Sheehan Direct at

17 26:1-22). As Mr. Sheehan explains the current coal supply contract is

18

19

20

21

scheduled to end by 2022 and any extension to the contract  must  be

renegotiated by 2019 (Ibid). Without given many specif ics Mr. Sheehan

states there are numerous factors impacting the future of the coal supply

and he recommends that the Commission only expect a five year contract

22 extension of the existing agreement.

23

A.

Q.

17
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1 Q. PLEASE COMMENT.

2

3

4

Mr. Sheehan provides little in the way of facts to his proposal. As he notes

numerous factors could act to shorten the life of the existing mine and there

are numerous other factors that could act to lengthen the life. One most

5

6

7

8

9

10

11

notable is that San Juan Unit 2 was scheduled to cease operations in 2033

(Sheehan Direct at 23) and is now being retired at the end of 2017. All else

being equal then some coal mine capacity that was expected to be used for

supplying San Juan Unit 2 could now be used to supply San Juan Unit 1.

Thus, by using existing resources the mine could supply San Juan 1 for a

number of years beyond 2027. Given the facts that nothing is known for

certain, I recommend that the current service be maintained.

12

13 Q. COULD you PLEASE DISCUSS YOUR SECOND ADJUSTMENT TO

14 DEPRECIATION?

15

16

Yes. The Company is in the process of acquiring all interest in Springerville

Unit 1 which will change it from a minor lease owner to actual owner of the

17

18

19

unit. As the Company already owns Unit 2, this 793 MW of capacity is a

large portion of the Company's generation portfolio. In addition, as these

are newer units, they do not suffer some of the same environmental issues

20

21

22

23

impacting the other coal stations in the Company's fleet. Finally, since the

Company is acquiring more of this station it appears that this will be the

Company's flagship coal generating station on a going forward basis. The

service lives of this station, however, do not ref lect this outlook. The

A.

A.

18
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1 expected retirement date Unit 1 is 2045 and the service life for Unit 2 is

2 expected to be 2050. The leasehold improvements at Unit 2 are set to last

3 only until 2024. Given that this is TEP's best unit and it will soon own all

4

5

6

of Units 1 and 2, depreciation rates should reflect the Company's long term

outlook for the plant and l propose an expected retirement date for Units 1,

Unit 2 and all common equipment at 2050.

7

8 Q. COULD YOU PLEASE ADDRESS THE ISSUE OF EXCESS

9 DEPRECIATION RESERVE?

10 Yes, there was a provision from the Settlement in the last TEP rate case

11

12

13

14

15

16

1 /

18

that any excess depreciation reserve in production plant be used to write off

stranded assets due to early ret irements and any remaining excess be

returned to ratepayers over 15 years. In this case the Company used the

excess reserve to wr i te of  the Sundt  coal  handl ing fac i l i t ies  and the

remaining assets of San Juan 2. The Company did this calculation based

on 2014 plant balances. However, since rates are going to be reset on

January 1, 2017, the Company's calculations does not recognize that both

assets continue to accrue depreciation expense which is credited to the

19 depreciation reserve. Al l  e lse being equal therefore,  the Company's

20

21

22

presentat ion removes too much excess deprecat ion reserve than is

necessary to write off these assets. I calculate the amount in question to

be approximately $20 million. While the coal handling facilities at Sundt are

6 Docket No. E~01933A~12_029, Settlement Agreement, Section 20.3.

19

A.
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lb

1

2

3

4

5

6

7

8

no longer used a calculation could be done but for San Juan 2, because the

plat will be operating for a full three years after the Company performed its

calculation there will still be additions and retirement at the plant, the correct

calculation will not be able to be done until after 2017. Said another way, it

is only after the San Juan 2 Unit is fully retired will the true effect that the

write off will have on the excess depreciation reserve. As such, if  any

excess depreciation reserve is available after all depreciation rates are set

in this case,  l  would recommend that  i t be revis ited in the next  rate

9

10

proceeding and not  passed back to ratepayers over the 15 years  as

contemplated in the Settlement from the last rate case.

11

12 POST TESTYEAR PLANT ADDITIONS

13 Q. COULD YOU PLEASE COMMENT ON THE COMPANY'S REQUEST

14 FOR POST TEST YEAR PLANT ADDITIONS?

15

16

Yes. TEP has adjusted its rate base to include approximately $51.8 million

of plant additions that have been, or are expected to be, placed in service

17 between July 1, 2015and December 31, 2015 (Dukes Direct at 43). The

18

19

20

21

22

23

Company has also adjusted its rate base to include approximately $20.8

million of plant additions for renewables that have been, or are expected to

be, placed in service between July 1, 2015 and December 31, 2016 (Dukes

Direct at 44). This adjustment extends out an additional 12 months beyond

the non-renewable post-test-year cut-off (Ibid). This allows for the reflection

of these renewable asset investments approved through the REST

A.

20
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1

2

application process to be recovered through base rates as opposed to being

recovered through the REST tracker (Ibid).

3

4 Mr. Dukes argues that these projects will be benefiting customers by the

5 Mr.

6

7

time new rates are effective (Dukes Direct at 43 and again at 44).

Dukes goes on to state that by allowing rate recovery in this rate case will

more closely align cost recovery to the Company with the benefits that are

8 currently being provided to existing customers (Dukes Direct at 43). Mr.

9

10

11

12

13

14

15

16

17

18

19

Dukes also states that rate recovery in this rate case also lowers the cost

to customers by limiting the amount of Allowance For Funds Used During

Construction ("AFUDC") charged to the assets, thereby reducing the future

depreciation and carrying costs associated with this plant (Ibid). Mr. Dukes

states that the Company's request is consistent with the Commission's past

orders with respect to post test year plant addit ions as well as the rate

treatment allowed it in the last rate case (Dukes Direct at 43 and at 44).

Finally, Mr. Dukes concludes that the timely recovery of costs incurred to

maintain a safe, reliable electric system is necessary to mitigate larger rate

impacts that result from the use of historic test years combined with little to

no increase in sales (Dukes Direct at 43).

20

21 COULD YOU PLEASE COMMENT ON THE COMPANY'S REQUEST?

22 Yes. I would like to start with Mr. Duke's f inal argument. l think what he

23 means is that it  is cheaper to give them the money now while sales are

A.

Q.

21
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0

I

' I 1

2

3

4

relatively high because if they have to wait until the next rate case sales will

be lower so the resultant percentage increase in rates necessary to reflect

them in rate base will be higher. Of course that is really the issue here

because one of the caveats that the Commission has used in allowing post

5

6

7

test year plant additions is that the utility must show the plant is necessary

for the provision of services and reflects appropriate, efficient, effective, and

timely decision-making.

8

9

10

11

12

13

When the utility's sales and peak demand are declining due to the effect of

energy efficiency, the growth of distributed generation and persistent weak

economic conditions, one must question why the utility continues to plan for

and add additional plant. Again, we should keep in mind the trend line for

the Company's retail sales.

14

15

16

17 In this current retail sales environment, if increased safety and reliability is

18 the goal  as  Mr.  Dukes  s tates  then one may not  need to  put  in  new

22
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1 equipment. Rather just wait as the existing equipment becomes unloaded

2 due to the declining sales which thereby cause increased reliability. As I

3 mentioned in my introduction this Company was asked by the Staff of the

4 Commission to reexamine its load forecasting process because it appeared

5 to be somewhat optimistic. This advice hasn't taken root as the Company's

6 core level of investment in transmission and distribut ion is on par with

7

8

9

10

historic levels (See Exhibit to Grant Direct, KCG-1) and the Company's

2016 IP load forecasting section heavily relied on the anticipated addition

of the Rosemont copper mine, whose owners announced indefinite delay in

the project the day the IP was filed.

12

13

14

15

The consequences of building too much plant is telling. In TEP's last rate

case, when asked to review their capital spending, I raised questions about

the wisdom of their building program. One of these projects l addressed

was the new Canoa Ranch Substat ion. [BEGIN CONFIDENTIAL] I

16

17

18

19

20

21

7 http://www.tucsonweekly.comfVheRange/archives/2016/03/01 /rosemont-mine-put-on-hold-
by-hudbay-minerals

23
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19 [END CONFIDENTIAL]

20 Based on my review of upcoming projects in the transmission and

21 distribution system, I am fearful that this build out of the system in hopeful

22 anticipation for historic load growth is continuing. One casa in point is the

23 planned Kino Substation. The Kino area in southern Tucson is serviced by

25
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1 five substations, 21st st, 35th St, Pueblo Gardens, Drexel, and Fair St.

2

3

4

5

6

7

8

9

10

11

Recent and TEP forecasts that load growth and a large planned community

called "The Bridges" has created an increase in load for this area that will

continue as The Bridges gets built out. The Bridges is a 350-acre master-

planned mixed-use development consisting of 1,000,000 square feet of

commercial/retail/office land uses a 350 room hotel, up to 1,084 residential

units consist ing of  s ingle family at tached homes and a research park

associated with the University of Arizona. The plan for the Bridges was

originally proposed in 20078. The pictures below show and aerial view and

a street view of the Bridges as it exists today. As one can easily, see there

has been little meaningful development at the Bridges in the last 10 years

12

8 https:/lvmmn.tucsonaz.govlfiIes/pdsd/plans/Bridges_PAD_Complete.pdf

26
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1

2

3 Q. PLEASE DISCUSS WHEN IT IS APPROPRIATE TO INCLUDE POST

4 TEST YEAR PLANT IN RATES.

5

6

7

8

I believe the best description of the Commission's guiding principles is that

used in Decision No. 71410. There the Commission explained that its rules

require the end of the test year, which is the one-year historical period used

in determining ratebase, operating income and rate of return, to be the most

9 recent practical date available prior to the filing (ibid at page 19). The

10

11

12

13

14

15

16

Commission noted that a utility has the freedom to choose a test year that

includes all major rate base and operating income items needed to support

its rate application, and to include pro forma adjustments to its chosen test

year (Ibid at page 20). The Commission further noted that matching is a

fundamental principle of accounting and ratemaking, and the absence of

matching distorts the meaning of, and reduces the usefulness of, operating

income and rate of return for measuring the fairness and reasonableness

17 of rates (Ibid).

A.

27
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12
2

3

4

In that case, the Commission adopted several Staff adjustments in the case

to remove proposed post-test year plant additions from the rate setting

process. In its direct testimony in the case, Staff explained that the matching

principle is the reason that the Commission has allowed inclusion of post-

5

6

test year plant in rate base only in special and unusual situations, which

could be summarized as follow:

1)

2)

when the magnitude of the investment relative to the utility's

total investment is such that not including the post-test year

plant in the cost of service would jeopardize the utility's

financial health,

where the cost of the post-test year plant is significant and

substantial,

3)

7

8

9

10

11

12

13

14

15

16

17

18

19

4)

where the net impact on revenue and expenses for the post

test year plant is known and insignificant (or is revenue-

neutral), and

where the post-test year plant is prudent and necessary for

the provision of services and reflects appropriate, efficient,

effective, and timely decision-making (Ibid).

20 I believe it is this last test where TEP fails in its presentation. At a time when

21

22

sales and peak are declining, a request for post test year plant recovery in

rates requires a detailed presentation that the large and continuous build

23 out of infrastructure reflects appropriate, efficient, effective, and timely

24 decision-making . Absent such a showing on the Company's part, I

25 recommend that no post test year plant additions be reflected in rates.

26

28
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WEATHER NORMALIZATION

2 Q. PLEASE DISCUSS THE ISSUE OF WEATHER NORMALIZATION.

3

4

5

6

7

8

As explained by Company witness Craig Jones, weather normalization is a

standard adjustment commonly performed in rate cases (Jones Direct at

66). It is performed to provide a best estimate of test year sales, revenues,

and costs as they would have been under normal weather conditions (Ibid).

Energy consumption for some of TEP's customer classes are weather

sensitive (Ibid). For instance, a significant portion of energy usage in the

9 summer comes from air conditioning load (ibid). Some summers, however,

10

11

12

13

14

15

16

17

are warmer than normal and result in the Company selling more power and

receiving more revenues than in a "normal" year (Ibid). The reverse of this

occurs when cooler than normal summer weather is experienced (Ibid). The

purpose of weather normalization is to "average" out these differences, so

one can get a better sense as to what the Company is likely to receive in

revenues during a year with normal weather (Ibid). Mr. Jones then goes on

to describe the Company's new method for isolating the effects of weather

and he believes that the Company's new method is superior in its accuracy.

18 (Jones Direct at 68-70).

19

20 HAVE YOU REVIEWED THE COMPANY'S NEW  METHOD AND

21 UNDERLYING ASSUMPTIONS?

22

23

Yes to the extent I could. The Company uses ten year average of weather

in its model whereas some other utilities use 20 or 30 year averages in order

A.

Q.

A.
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*

1

2

3

to adequately smooth out year to year variations in weather. The Company

refused to run their model on any other term other than ten years (see

responses to RUCO 7.3 and 7.4 at tached as Exhibit_FWR-10) so it  is

4 impossible to test the robustness or true accuracy of the model. More

5

6

troubling is the fact that the Company does not track the number of vacant

homes in its service territory or the number of seasonal customers (See

7 response to RUCO 7.11 attached as Exhibit_FWR-11). Both of these are

8

9

10

11

12

13

14

15

16

17

vital in determining normal energy use. Moreover, while the Company

states that use per customer has been steadily declining, (See Dukes direct

at 14), when asked to break out the causes for this,declirie the Company

was able to accurately break out  the ef fec ts  of  weather and energy

efficiency but for any other variation not predicted by its model it labeled the

var iat ion "Other Change" (See response to RUCO 8.04 at tached as

Exhibit__FWR-12). This category "Other Change" could be because of

model ing error,  est imat ion error in the case of  the impact  of  energy

eff iciency or economic condit ions such as an increase decrease in the

number of homes that are vacant or an increase/decrease in the amount of

18 seasonal customers. The fac t  that  th is  category moves up or  down

19

20

21

22

23

seemingly in a random pattern but et a magnitude that can be as large as

the weather variation indicate that the Company might be well served to

revisit its usage modeling and include such basic parameters as short term

economic conditions (i.e. variations in the number of seasonal customers or

changes in the number of vacant homes). As it is, I cannot verify that the

30
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O

1 Company's adjustment for weather accurately measures the change due to

2

3

4

5

weather or for some "Other Change". As such, I recommend that only % of

the Company's proposed adjustment for weather for residential customers

be allowed to be reflected in rates and these results in a decrease in the

revenue requirement of $835,322.

6

7

8 Q.

NEW HEADQUARTERS BUILDING

PLEASE DISCUSS THE COMPANY'S INVESTMENT IN A NEW

9 HEADQUARTERS BUILDING.

10 A.

11

12

13

14

In the current rate case, TEP cont inues to ref lect  the cost of  the UNS

headquarters bui lding in i ts  rate base. At  June 30,  2015,  the  to ta l

capitalized portion of the building was $82,583,748 of which $5,620,447

was computer and office equipment. See response to RUCO 7.20 attached

as Exhibit-FwR-13).

15

16 Q. WAS THE COST AND USE OF THE NEW HEADQUARTERS BUILDING

17 AN ISSUE IN THE COMPANY'S LAST CASE?

18 A.

19

20

Yes. Staff Witness Ralph Smith testified that the cost of the new building

was a 77% increase in TEP's corporate facility cost per employee (Docket

No. E-01933A-12_0291, Smith Direct at 24220-23). Mr. Smith then

31
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1 elaborated on Staff's concerns (Ibid at 25).

2

Beyond the sheer magnitude of the per employee faci l i ty cos: increase. Staffs other

concerns about tic cost of the new building is that the new building includes substantial

amounts of' office space that are not currently being used, that the new building include

approximately .$2.1 million cost for retail space thai is not currently being used. that the

building includes a cost of approximately S16 million for underground ganagel'parkiug.'

and that REP has man odequamzely subsuntiatcd that its proposed charging of new building

costs to ratepayers is fair and reusouablc.

3 To address these concerns Staff proposed removing approximately 10% of

4 the building's cost from rate base.

5

6 Q. PLEASE PROVIDE SOME BACKGROUND ON WHY A NEW

7 HEADQUARTERS BUILDING WAS PLANNED?

8 The Company began considering consolidating office space in mid-2007

9 (Exhibit_FwR_14). [BEGIN CONFIDENTIAL]_

10

11

12

13

14

15

16

17

A.
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1

2

3

4 Q.

[END CONFIDENTIAL]

DID UNS EXAMINE MANY OPTIONS IN DECIDING WHERE TO LOCATE

5 ITS NEW HEADQUARTERS BUILDING?

6

7

8

Yes, UNS examined 23 different locations with varying land and building

sizes and different cost assumptions, such as on-site parking. No fewer

than eight potential sites were rejected because the site did not make a

9 good locat ion for a Corporate Off ice complex. Five other s i tes were

10

11

unfavorably rated as they were located outside of the downtown area.

Based on a review of all material provided, it is clear that UNS was focused

12 on a downtown site for its new corporate headquarters.

13

14

15 Q. ARE YOU AWARE OF ANY OTHER FACTORS THAT IMPACTED THE

16 CONSTRUCTION OF THE NEW HEADQUARTERS BUILDING?

17

18

19 Credits.

Yes, one of the major factors influencing the ownership and location of the

new headquarters building was the potential availability of New Market Tax

New Market Tax Credits are a Federal program to incept

20 investment in low-income communit ies. The New Market  Tax Credi t

21

22

23

Program was established in 2000. The credit program is incorporated in

Section 45D of Internal Revenue Code. The program allows for the receipt

o f  c red i t  aga ins t  Federa l  income taxes  for  making Qual i f ied Equi t y

A.

A.

33
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The program provides for credits equal to 39% of the investment into the

with the Community Development Financial Institutions Fund (CDFI) who

qualified investment in Years One-Three and 6% of the qualified investment

A qualified equity investment is defined as an investment into a Community

communities

in Years Four-Seven.

CDI. The credit is provided over a seven years and is equal to 5% of the

attract investments from the private sector to be reinvested in low income

The program was established with the expectation of creating jobs and

provides allocations of New Market tax credits to CDl's allowing them to

Development Entity (CDE). The CDE enters into an allocation agreement

communities or populations.

making material improvement in the lives of residents of low-income

Investments (QEI) in qualified community development entities (CDE's).

4

I
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4 1 Q. WHEN DID UNS TRANSFER OWNERSHIP OF THE NEW

2 HEADQUARTERS BUILDING TO TEP?

3

4

November 1, 2011, after construction of the new building was complete and

the employees were about to move in (Exhibit_FWR-17).

5

6 Q . WHAT CONCLUSIONS DO you DRAW FROM THE COMPANY'S

7 DECISION MAKING PROCESS?

8

9

10

11

12

13

The facts are clear the new headquarters building was conceived as a

corporate headquarters for UNS and not for TEP. The original plan and

design of the building was just to bring employees with corporate duties

together under one roof. That the new building is the headquarters of the

UNS Corporation is still the building's main function. Brochures in the lobby

of the new building describe the building as "UniSource Energy's solar-

14

15

powered energy-efficient Tucson headquarters" and declare the corporate

headquarters "a construction and design"

16 (Exhibit_FwR-18

showcase of green

UNS Headquarters Brochure).

A.

A.
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1

2 While UNS may want a downtown address to improve its image and show

3 community leadership that is certainly not a key necessity of a regulated

4 Company such as TEP. Only long after the initial project review did the

5 Company even consider bringing in more employees from the Irvington

6 Road campus. It should be noted that the Irvington Road campus is not

7 empty, the Company has no plans to sell it, and there are still hundreds and

8 hundreds of employees at the Irvington Road facility which the Company

g describes as an "industrial site". The evidence is clear that the new

10 headquarters building was conceived and designed for UNS first and TEP

11 as an afterthought.

12

13 It is also evident that UNS vigorously pursued the project in the hope of

14 receiving a large return on its investment through the use of new market tax

37
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1 credits. UNS bought the land and paid for the construction of the new facility

2 (Exhibit__FwR-19 Excerpts from UNS 10-Ks for 2009 and 2010) in the

3 hope of getting these tax credits. It was only after UNS became aware that

4 it would not get the tax credits was ownership transferred to TEP.

5

6 Q . WHAT ARE THE RATEMAKING IMPLICATIONS OF THE NEW

7 HEADQUARTERS BUILDING BEING PRINCIPALLY BUILT FOR

8 CORPORATE PURPOSES?

9

10

11

12

13

14

15

16

17

18

19

20

First - if the building is owned by the parent company and rented to the

regulated utility-TEP, ratepayers would be responsible for the rent

expense which for ratemaking purposes is treated as an operating

expense. Whereas, by transferring ownership to the utility, the capital

costs associated with the building become a part of TEPs ratebase and

the Company's shareholders will earn a return on and a return of those

capital costs. Moreover, the losses associated with the Company's inability

to rent space become the burden of the ratepayer and not Unisource's

shareholder who the building was designed for in the first place. The way

the Company is proposing the rate raking treatment is far more costly to

TEP's ratepayers than the rental proposition for a building that was

arguably designed and acquired for UniSource's needs - not TEPs.

A.
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1

2

Second - Docket No. U-1933-97-1769 was the proceeding whereby Tucson

Electr ic Power Company was al lowed to form a Holding Company. In that

3 proceeding, the Company proposed 17 condi t ions as safeguards to ensure

4

5

that the formation of the Holding Company structure would not result in adverse

consequences to TEP. In approv ing the peti t ion, the Arizona Corporation

6

7

Commission imposed several more safeguard conditions and approved those

proposed by the Company. One of  the original safeguard condit ions was as

8 follows:

9
10
11
12
13
14
15
16
17

The Holding Company, TEP and sister companies wil l  strive to
charge the lower of fully allocated cost or market price whenever
goods,  products or serv ice are sold/prov ided by the Holding
Company or sister companies to TEP and the higher of  f ul ly
allocated cost or market whenever TEP sells/provides non-tariffed
goods, products or serv ices to the Holding Company or sister
companies. The Holding Company, TEP and sister companies
recognize that determining a market price for all goods, products and
services being transfelTed in and among the Holding Company, TEP
and sister companies could be a complex or diff icult task for some
i tem s.  Nonetheless,  the Hold ing Com pany,  TEP and si ster
companies agree to attempt to determine a market price for any
good, product or serv ice being prov ided by TEP to the Holding
Company or sister companies as well as for any good, product or
service provided by Holding Company or sister companies to TEP
whenever the annual, fully allocated cost for given good, product or
service being transferred exceeds $500,000 annually. Furthemwore,
TEP wil l  retain such market research information (regardless of
whether it is ever utilized) until such time as the Utilities Division Staff
or its representative have reviewed such information.

18
19
20
21
22
23
24
25
26
27
28
29
30 The implications of these safeguard conditions are clear: had UNS

31 continued to own the new headquarters building it would not be allowed to

g Docket No. U-1993-Q7-176, In the matter of the Notice of Intent of Tucson Electric Power
Company to Organize a Public Company Holding Company and for Related Approvals or
Waivers Pursuant to R14_2-1801, ET SEQ., Decision No. 60480 issued November 25, 1997.
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1

2

3

4

5

charge any more than market rates for rent. If  TEP owned the building,

however, it would be allowed to charge the higher of embedded cost or

market rates. In other words, if the cost of the new building exceeded the

market rate, TEP should own the building, if the cost of the new building

was less than the market rate, the holding Company became indifferent to

6 who owns the building.

7

8 Q. WHAT DO you RECOMMEND BE DONE IN THIS PROCEEDING?

9

10

11

12

13

14

15

16

17

18

19

Given that the new headquarters building was built primarily for purposes

of the Holding Company and for ratemaking purposes, it should be assumed

to be owned by the Holding Company and TEP should pay no more than

the going market rate. As such, all assets related to the land and new

headquarters building should be removed from rate base, along with any

operation and maintenance expenses or taxes associated with the new

headquarters building. Based on the 263,365 square feet of rentable office

space in the new bui lding,  the di f ference in cost  between UNS'  ful ly

allocated cost to serve and the market rate of $20 per square foot equates

to a rental rate of approximately $5.3 million per year. Removing the new

headquarters from rate base and its associated expenses from the income

20 state results in a reduction in revenue requirement of approximately $7.5

21 million.

22

23

A.
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1 DOES THIS CONCLUDE YOUR TESTIMONY? 8

2
3

Yes i t  does.A.

Q .
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B.S., Chemical Engineering -- Clarkson University, Potsdam,New York (l98l)

Certificate in Regulatory Economics -- State University of New York at Albany (l990)

I998»P/'esent Principal, Hudson River Energy Group, Albany, NY ..- Provide research, technical evaluation,
due diligence, reporting, and expert witness testimony on electric, steam, gas and water utilities. Provide
expertise in electric supply planning, economics, regulation, wholesale supply and industry restructuring
issues. Perform analysis orate adequacy, rate unbundling, cost-of-service studies, rate design, rate
structure and multi-year rate agreements. Perform depreciation studies, conservation studies and proposes
feasible conservation programs.

1997-1998 Manager Energy Planning, Louis Berger & Associates, Albany, NY .- Advised clients on rate
setting, rate design, rate unbundling and performance based rate raking. Served a wide variety of clients in
dealing with complexities of deregulation and restructuring, including OATT pricing, resource adequacy,
asset valuation in divestiture auctions, transmission planning policies and power supply.

FRANK W. RADIGAN

f l

_

_

l
E

1981-1997 Senior Valuation Engineer, New York State Public Service Commission, Albany, NY .- Starting as
a Junior Engineer and working progressively through the ranks, served on the Staff of the New York State
Department of Public Service in the Rates and System Planning Sections of the Power Division and in the
Rates Section of the Gas and Water Division. Responsibilities included the analysis orates, rate design
and tariffs of electric, gas, water and steam utilities in the State and performing embedded and marginal
cost of service studies. Before leaving the Commission, was responsible for directing ail engineering staff
during major rate proceedings.

l
1 8§§ . . - 1!

I
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Electric power restructuring, wholesale and retail wheeling rates, analysis of load pockets and market power,
divestiture, generation planning, power supply agreements and expert witness testimony, retail access, cost of
service studies, rate unbundling, rate design and depreciation studies.

Wholesale Comm orlily Markets

Transmission Expansion Planning - Various Utilities -- Member of Transmission Expansion Advisory Committee
in the New England Power Pool - the Committee is charged with the study of transmission expansion needs in the
deregulated New England electric market. Ongoing

Locational Based Pricing - Reading Municipal Light Department -- Using GE multi-area production simulation
model (MAPS), analyzed New England wholesale power market to cost differences between various generators and
load centers. 2003

Merchant Plant Analysis .-. Confidential client - Using GE multi-area production simulation model (MAPS),
analyzed New York City wholesale power market to determine economics of restructuring PURPA era contract to
market priced contract, 2002

Market Price Forecasting .... El Paso Merchant Energy Analyzed New England power market using MAPS for
purpose of pricing natural gas supply in order to ensure that plant was dispatched at 70% capacity factor as required
under its gas supply contract. 2002
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Market Price Analysis -Novo Windrower - Analyzed hourly market price data in New York for each load zone in
State in order to optimize location of new wind power projects. 2002

Gas Aggregation .- Village ofllion -- Advised client on costs/benefits of aggregating residential gas customers for
purpose of gas purchasing. 2002

Gas Procurement - Albany County, New York -- Assisted client in analysis of economics of existing gas purchase
contract, negotiated termination of contract, designing request for proposal for new natural gas supply. 2000

HQ Prudence Review - Selected by Vermont Public Service Board to perform prudence review power supply
contract between Hydro Quebec and Central Vermont Public Service Corporation. 1998

Wholesale Power Supply - Prepared comprehensive RFP to optimize power supply for Solvay municipal utility by
complementing existing low cost power supplies in order.to entice new industrial load to locate within Village.
1997

Analysis of Load Pockets and Market Power - Performed analysis of load pockets and market power in New
York State, determined physical and financial measures that could mitigate market power. 1996

Study of APP Contracts and Impacts in New York Performed study to determine rate impacts of power purchase
contracts entered into by investor owned utilities and independent power producers (ImPs), separately measured rate
impacts resulting from statewide excess-capacity, determined level of non-optimal reserves for each utility. 1995

Power Purchase Contract Policies and Procedures - Directed NYSPSC Staff teams in formulation of short- and
long-run avoided cost estimates (LRACs) using production simulation model (PROMOD), forecasted load and
capacity requirements, developed utility buy-back rates, presented expert witness testimony on buy-back rate
estimates and calculation methodologies, thereby implementing curtailment ofIPPs as allowed under PURPA.
1990-1994

Integrated Resource Planning - Led NYSPSC Staff team's examination of each utility's IP process and
examination of impacts of processes and regulatory policies influencing the decision making process. 1994

intrastate Wheeling Commission Transmission Analysis and Assessment - Chairman of NYSPSC Proceeding to
examine plans for meeting future electricity needs in New York State. Addressed measures for estimating and
allocating costs of wheeling, including embedded cost, short-run marginal cost and long run incremental cost
methods. 1990

Rate Setting

Rate Setting -Dover Plains Water Company Case 14-W-0378 -- Prepared rate filing before the New York Public
Service Commission for the Dover Plains Water Company to increase its annual water revenues. 2014

Rate Setting... Village of Castile -. Case No. 14-E-0358 - Prepared rate filing before the New York Public Service
Commission for the Village of Castile Electric Department to increase its annual electric revenues. 2014

Depreciation Study - Village of Swanton -. On behalf of the Village of Swanton, Vt. Electric Department prepared
a depreciation study for use in setting new depreciation rates to be submitted to the Vermont Public Service Board.
2014

Rate Setting -. Village of Hamilton Case 13-G-0584
rates for new municipal gas utility. 2013

On behalf of the Village of Hamilton, NY designed initia l

Rate Setting -- Fillmore Gas Company - Case No. I3-G-0039 - Prepared rate filing before the New York Public
Service Commission for the Fillmore Gas Company to increase its annual gas revenues. 2013
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Rate Setting - Alliance Energy - Case No. 12-G-0256 - Prepared rate filing before the New York Public Service
Commission for the Alliance Energy Transmission, LLC to increase its annual gas transportation. 2012

Rate Study -- At nos Energy ._ Docket No. l l-UN-184 _ On behalf of the Mississippi Public Service Commission,
submitted report on reasonableness of Company's depreciation study. 2012

Rate Study -- Energy Mississippi -Docket No. 11-UA-83 -_ On behalf of the Mississippi Public Service
Commission, prepared report on the reasonableness of Entergy Mississippi's depreciation study. 2012

Rate Case Cost of Service Study _ Mississippi Power Company _ On behalf of the Mississippi Public Service
Commission, prepared report on reasonableness of embedded cost of service study submitted by Mississippi Power
Co. 2012

Rate Case Cost of Service Study _ Boonville, NY _. Prepared class load study and embedded cost of service study
to justify change in rate design for the purpose of conserving energy. 2010-2012

Rate Setting - Alliance Energy Transmission - Case No. 12-G-0256 _ Prepared rate filing before the New York
Public Service Commission for Alliance Energy Transmission. 2012

Rate Setting -- Hamilton, NY _ Case No. 12-E-0286 - Prepared rate filing before the New York Public Service
Commission for the Village of Hamilton, NY to increase its annual electric revenues. 2012

Rate Setting - Fairport, NY ._ Case No. 11-E-0357 - Prepared rate filing before the New York Public Service
Commission for the Village of Fairpor1, NY to increase its annual electric revenues. 201 l

Jurisdictional Cost of Service _. Mississippi Power Company __ On behalf of the Staff of the Mississippi Public
Utilities Staff prepared a report on the reasonableness of the Company'sjurisdictional cost of service study. 2010

Rate Analysis - Southwestern Power Company _ On behalf of a coalition of retail customers analyzed
reasonableness futility's request to include the costs of Construction Work In Progress Expenditures in rates for a
power plant known as the Turk Plant. 2010

Rate Study - Stowe Electric Department, VT ._ Docket No. 8 l69 _ For small municipal electric utility, filed rate
case before the Vermont Public Service Board. 2010

Docket No. 10-10-03 .- Assisted in the CT OCC's review and development of recommendations for the Review of
the 2011 Conservation and Load Management Plan. 2010

Rate Setting - Endicott, NY - Case No. 10-E-0588 _ Prepared rate filing before the New York Public Service
Commission for the Village of Endicott, NY to increase its annual electric revenues. 2010

Rate Case Cost of Service Study __ Heritage Hills Water Works - For small water company, perfonning cost of
service study for the preparation of a full cost of service study before the New York Public Service Commission.
2009

Rate Case Cost of Service Study _ Stowe Electric Department, NY - For small municipal electric utility, assisted
in the preparation full cost of service study before the Vermont Public Service Board. 2009

Rate Setting Training .- MMWEC
provide service to members. 2009

Assisted in training MNIWEC staff on rate setting process so that they could

Rate Setting - Connecticut Natural Gas __ Docket No. 08-12-06 .. Assisted the Connecticut Office of Consurner
Counsel on the analysis of the reasonableness of the of the Company's proposed revenue requirement. 2009

Rate Filing .- Heritage Hills Water Works - Case No. 08-W~l201 Prepared rate filing before the New York PSC
for the Heritage Hills Water Works Corporation to increase its annual water revenues. 2008



Rate Study - Hudson River Black River Regulating District - . For regulating body performed detailed cost of
service allocation in order to allocate costs among beneficiaries of water regulation. 2008

Rate Case Cost of Service Study - Village of Greene, NY _ For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2008

Rate Case Cost of Service Study ._ Village of Bath, NY .__ For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2008

Rate Case Cost of Service Study - Village of Richmondville, NY __ For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2008

Economic Development Rate - Messene Electric Department _ For municipal electric utility, developed tariffs for
economic development rates for new or expanded load.

Rate Case Cost of Service Study __ Village of Hamilton, NY _ For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Study _. Pascoag Utility District _ Reviewed the application of the Power Authority or" the State of New York
to increase rates to its wholesale power customers. 2003

Rate Study - Kennebunk Power and Light Department _ Performed rate study of new multi-year wholesale power
contract against existing rates to determine impact on overall revenue recovery and cash flows of utility. 2003

Rate Case Cost of Service Study _ Village of Arcade, NY .__ For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study __ Village of Philadelphia, NY _ For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study - Village of Hamilton, NY _ For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Case Cost of Service Study ._ Fillmore Gas Company __ For small natural gas local distribution company,
performing cost of service study for internal budget controls and formal rate case before the New York Public
Service Commission. 2.003

Rate Case Cost of Service Study - Rowlands Hollow Water Works ._
service study for internal budget controls and formal rate case before the New York Public Service Commission.
290;

For small water company, performing cost of

Standby Rates - Independent Power Producers of New York _ Analyzed reasonableness of proposed standby rates
of Niagara Mohawk Power Corporation, proposed alternate rate designs, participated in settlement negotiations for
new rates. 900°

Economic Development Rates _ Pascoag Utility District - Designed new cost based economic development rates
charged to large industrial customer contemplating locating within the municipality. 2002

Municipalization Study ._ Kennebunk Power and Light Department _
utility serving remaining portions of Village not already served, performed valuation of the plant currently owned by
Central Maine Power. 2001

Performed economic analysis of municipal

Water Rate Study - Pascoag Utility District _ Performed cost of service study for water utility, presented alternate
methods offending revenue requirement. 2001
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Pole Attachment Rates - Middleborough Gas and Electric Department -. Designed cost based pole attachment rates
charged to CATV customers. 2000

ISO Service Tariff -- On behalf of three municipal utilities, analyzed cost basis and proposed rate design oflSO
Service Tariffs. 2000

Pole Attachment Rates -- City of Farmington, New Mexico municipal electric department - Designed cost based
pole attachment rates for CATV customers. 1999

OA Rates - On behalf of four municipal utilities in New England - Developed cost based annual revenue
requirements for regional network transmission rates, represent utilities before ISO New England committees on
transmission rate setting issues. 1998-2004

Consolidated Edison Restructuring .- Member NYPSC Staff team -- Negotiated major restructuring settlement
with Consolidated Edison, which decreased utility's rates by $700 million over five years, implemented retail access
program, performed rate unbundling, divestiture of utility generation and the allowance of the formation of a
holding company, accelerated depreciation of generation, established customer education programs on restructuring,
established service quality and service reliability incentive to ensure that provision of electric service will diminish
as competitive market emerges. The agreement served as the template for restructuring in New York. 1997

Cost-of-service Review and Rate Unbundling - Performed rate unbundling of retail rates of Orange & Rockland
Utilities, Inc. to facilitate delivery of New York Power Authority energy to customer located in Orange &
Rockland's service territory. 1992

Vintage Year Salvage and Study - Managed joint study of staff from Rochester Gas and Electric Corporation and
NYSPSC to determine feasibility of using vintage year salvage accounting for determining future salvage rates.
1985

En virolmzenml Issues

Energy Conservation Study - Pascoag Utility District .-. Designed energy conservation rebate program based on
cost benefit study of various alternatives. Program funded through State mandated collection of energy conservation
monies from ratepayers. 2002

Clean Air Act Lawsuit - New York State Attorney General - investigated modifications made at coal tired
generating units of New York utilities to determine whether major modifications were made with obtaining pre-
construction permits as required by the prevention of Significant Deterioration (PSD) provisions of the Act. 1999-
2002.

Environmental Impact Study and Simulation Modeling Analysis .- Analyzed potential environmental impacts of
restructuring electric industry in NY using production simulation model PROMOD. 1996

Renewable Resources - Project Leader in NYSPSC proceeding regarding development and implementation of
utility plans to promote use of renewable resources. 1995

Environmental and Economic Impacts Study -Directed study of pool-wide power plant dispatch with
environmental adders to determine environmental and economic effects of dispatching electric power plants with
monetized environmental adders. 1994

Clean Air Impact Study -- Directed study of effects of the Clean Air Act of 1990. Measured statewide cost savings
if catalytic reductions control facilities were elected to comply with 1990 Clean Air Act Amendments, installed
components on units in metropolitan NY region. 1994

Environmental Externalities and Socioeconomic Impacts Study -. Managed NYSPSC proceeding to determine
whether to incorporate environmental costs into Long-Run Avoider Costs for the State's electric utilities. Study

I



purposes: explore the socioeconomic impacts of electric production as compared with DSM, monetize
environmental impacts of electricity. 1993
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Case 9344 -- Green Ridge Utilities _ On behalf of Maryland Office of People's Counsel testified on the
reasonableness of the water utility's proposed revenue requirement. 2014

FC ll 15 -. Washington Gas Light -- On behalf of the People's Counsel of the District of Columbia, testified on the
reasonableness of the Company's proposal for the recovery of costs and funding aspects of Washington Gas Light
Company's Revised Accelerated Pipe Replacement Plan. 2014

Case No. EC-123-0082-00 - Energy Mississippi ._ On behalf of Mississippi Public Utilities Staff reviewed and
testified on the reasonableness of Entergy Mississippi, Inc.'s proposed depreciation rates and cost of service study.
20 la

Case 9345 -- Maryland Water Services - On behalf of Maryland Office of People's Counsel testified on the
reasonableness of the water utility's proposed revenue requirement. 2014

Case No. 2013-00167 _ Columbia Gas of Kentucky - On behalf of the Office of Rate Intervention of the Attorney
General for the Commonwealth of Kentucky testified on the reasonableness of the Company proposed rate increase.
2013

Docket 13-G-l30l - Consolidated Edison On behalf of US Power Generating Company testified on the
reasonableness of proposed modifications to natural gas balancing services. 2013

Docket No. 13-01-09 -
the reasonableness of the Company's proposed construction budget.

United Illuminating -- On behalf of the Connecticut Office of Consumer's  Counsel examined
2013

Case U-17169 - Serco Energy - On behalf of the Michigan Department of Attorney General testified on the
reasonableness of the Company's proposal to modify its accelerated main replacement form for gas distribution
facilities. 2013

Docket No. 13-06003 --
the reasonableness of Company's proposed depreciation rates. 2013.

Sierra Power Company _ On behalfofthe Nevada Public Service Commission, testified on

Docket No. E-ol 933A-I 2-0291 - Tucson Electric Power __ On behalf ofthe on behalf of the Arizona Residential
Utility Consumer Office examined the reasonableness of the Company's rate increase. 2012

Case No. FC 1093 - 'Washington Gas and Light _ On behalf ofthe People's Counsel of the District of Columbia,
testified on the reasonableness of the Company's proposal to replace and/or remediate eeitain gas distribution
facilities that are subject of this case, 2012.

Docket No. C-201 1-2226096 _ Pennsylvania American Water Co. - In a class-action lawsuit, testified before the
PA PUC on behalf of C. Leslie Pettko on the reasonableness of the surcharges imposed by Pennsylvania American
Water Company. 2012

Docket No. 11-06007 - Nevada Power Company - On behaifof the Nevada Public Service Commission, testified
on the reasonableness of the Company electric depreciation study on Nevada Power Co. 201 l

MEUA -On behalf of the Municipal Electric Utilities Association, filed testimony with the New York Power
Authority (NYPA) on the reasonableness of the Authority's 201 l Rate Modification Plan for the Niagara Power
Project. 201 l

Case No. 9283 - Green Ridge Utilities,Inc. On behalf Qfl\/Iaryland Office of People's Counsel testified on the
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reasonableness of the water utility's proposed revenue requirement. 201 I

Case No. I 1-G~02.80 .-. Coming Natural Gas -- On behalf of the Village of Bath, NY, analyzed the construction
program, revenue requirement, and rate design proposed by the gas distribution company sewing the Village, 201 l

Case No. l0-G-0598 ... Bath Electric Gas and Water Systems - Testified as ro the reasonableness of the Village of
Bath's request for a refund relating to overcharges for gas purchased from the Corning Natural Gas Co. 2011

Case No. U-16472 - Detroit Edison -.. On behalf offour large hospitals - Detroit Medical Center, Henry Ford
Health Systems, William Beaumont Hospital, and Trinity Health Michigan - testified on the reasonableness of the
continuation of a service class for large customers with special contracts. 2011

Case No. 10-E-0362 .- Orange and Rockland Utilities, Inc. - On behalf of a coalition of municipalities, testified on
the reasonableness of the proposed revenue requirement of Company, 2010.

Case No. 9252 Artesian Water Maryland, Inc. - On behalf of the Maryland Office of People's Counsel, analyzed
proposed revenue requirement ofArlesian Water Maryland, Inc. 201 l.

Docket No. 05-10-RE04 -- Connecticut Light and Power Co. -- On behalf of the Connecticut Office of Consumer
Counsel, testified on the reasonableness of the assist in its review of the application of Company for approval of full
deployment of its Advance Metering Infrastructure ("AMI"). 2010

Case No. 10-E-0050 - Niagara Mohawk Power Corporation -- On behalf of a coalition of municipalities, testified on
the reasonableness futility's proposal to eliminate contracts to provide street lighting service. 2010

Docket Nos. 10-06003 and 10-06004 ..-. Sierra Power Company - On behalf of the Nevada Public Service
Commission, testified on the reasonableness of Company's proposed depreciation rates. 2010.

Case No. 9248 - Maryland Water Services - On behalf of the Maryland Office of the People's Counsel, testified on
the reasonableness of the proposed revenue requirement of Maryland Water Services, Inc. 201 l

Docket No. 10-12-02 - Yankee Gas Services Company -~ On behalf of the Connecticut Office of Consumer
Counsel, testified on the reasonableness of the Company's proposed depreciation rates. 2010

Case 09-E-0715 .- New York State Electric and Gas Corporation -- On behalfofNucor Steel, Auburn, Inc. examined
the reasonableness of the utility's proposed construction program, revenue allocation, rate design and decoupling
mechanism. 2010

Case 09-S-0029 - Consolidated Edison -.. On behalf of the County of Westchester testified to the reasonableness of a
Report Regarding Steam Price Elasticity and Long Term Steam Revenue Requirement Forecast 2010

Docket No. 09-01299 .- Utilities, Inc. of Central Nevada - On behalf of the Nevada Attorney General's Bureau of
Consumer Protection testified on the overall revenue requirement, the appropriate level of rate case expense, and
allocation of corporate salaries. 2010

Docket No. 09-12-11 - Connecticut Water Company - On behalf of the Connecticut Office of Consumer's Counsel
examined the reasonableness of the proposed Water Conservation Adjustment Mechanism. 2010

Case 9217 .- Potomac Electric Power Company - Gr behalf of the Maryland Office of People's Counsel examined
the reasonableness of the utility's proposed jurisdictional cost of service study, revenue allocation and rate design..
2010

Docket No. 09-12-05 - Connecticut Light & Power Company On behalf of the Connecticut Office of Consumer's
Counsel examined the reasonableness of the proposed depreciation rates, revenue allocation and rate design, 2018

Case 09~S-0794 - Consolidated Edison - Steam Rates -- On behalfoi" County of Westchester testified to the
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reasonableness of the Company's proposal to increase retain! rates. 2010

Case 09-G-0795 - Consolidated Edison .- Gas Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company's proposal to increase retail rates. 2010

Case 10-S-0001 .- Project Orange Associates, LLC -- On behalf of Project Orange Associates testified to the
reasonableness of whether the steam customers of Syracuse University could benefit if a steam transportation tariff
were adopted by the New York Pubiic Service Commission. 2009

Docket No. E-7, Sub 900 ... Duke Energy Carolinas, LLC - On behalf ofthe Sierra Club, Southern Alliance for
Clean Energy testified on the reasonableness of the Company's request to recover construction work in progress in
rate base and to comment on whether the costs incurred by the Company for the supercritical coal plant Cliffside
Unit 6 are reasonable and prudent. 2009

D.P.U. 8-64 - New England Gas Company -. On behalf of the Massachusetts Attorney General testified to the
reasonableness of the accuracy of the Company's accounting data as it related to affiliate transaction with the parent

Company. 2009

Formal Case No. 1027 .- Washington Gas Light Company - On behalf of the Office of People's Counsel of the
District of Columbia testified to the reasonableness of the Company's use of mechanical couplings and problems
related thereto. 2009

Docket No. G-04204A-08-0571 -- UNS Gas, INC. -- On behalf of the on behalf of the Arizona Residential Utility
Consumer Office examined the reasonableness of the Company's embedded cost of service study, proposed revenue

allocation, and proposed rate design. 2009

Case 09-S-0029 - Consolidated Edison .- On behalf of the County of Westchester testified to the reasonableness of
the method of allocating costs between the utility's steam system and its electric system. 2009

Docket No. 09-0407 - Commonwealth Edison -- On behalf of the People of the State oflllinois testified to the
reasonableness of Company's Chicago Area smart Grid Initiative. 2009

Docket No. E-01345A-08-0172 -. Arizona Public Service - On behalf ofthe on behalf of the Arizona Corporation
Commission examined the reasonableness of the Conlpany's embedded cost of service study, proposed revenue
allocation, proposed rate design and proposal regarding demand side management cost recovery. 2009

Case 9182 .-. Maryland Water Service, Inc. - On behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed bulk purchased water rate increase. 2009

Case 9182 - Artesizm Water Mary\and, Inc...- On behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed advance fees to connect new water customers in the Whitaker Woods
subdivision. 2009

Case 08-E-0539 - Consolidated Edison - Electric Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company's proposal to increase retail electric rates by $854 million. 2008

Docket No. 08-07-04 - United Illuminating .- On behalf of the Connecticut Office of Consumer's Counsel examined
the reasonableness of the Company's proposed construction budget. 2008

Docket No. 08-06036 .- Spring Creek Utilities - On behalf of the Nevada Attorney General's Bureau of Consumer
Protection testified on the overall revenue requirement, the cost allocation and amortization of a new financial
accounting system, the appropriate level of rate case expense, allocation of corporate salaries, recovery at property
taxes, and rate design. 2008

D.P.U. 8-35 - New England Gas Company ... On behalf of the Massachusetts Attorney General testified to the
reasonableness of the Company's request to increase rates in light of the terms of a previous settlement, the level of

l
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expenses being charged from the parent Company to the affiliate, the proposed increase in depreciation expense and
the proposed revenue allocation and rate design. 2008

Docket No. 08-96 - Artesian Water Company - on behalf of the Stalcfof the Delaware Public Service Commission
examined the reasonableness of the Company's cost of service study and proposed revenue allocation and rate
design. 2008

Docket No. 05-03-l7PH02 .- Southern Connecticut Gas Company - on behalf of the Connecticut Office of
Consumer's Counsel examined the reasonableness of the Company'5 embedded costs of service study and proposed
revenue allocation and rate design. 2008

Docket No. 06-03-04PH02 - Connecticut Natural Gas Corporation -. on behalf of the Connecticut Office of
Consumer's Counsel examined the reasonableness of the Company's embedded cost of service study and proposed
revenue allocation and rate design. 2008

Docket No. G-0i551A-07-0504 - Southwest Gas Corporation .- on behaifof the Arizona Corporation Commission
examined the reasonableness of the Company's embedded cost of service study, proposed revenue allocation,
proposed rate design and proposals regarding revenue decoupling. 2008

Docket No. E-01933A-07-0402 - Tucson Electric Power Company on behalf of the Arizona Corporation
Commission examined the reasonableness of the Company's embedded cost of service study, proposed revenue
allocation, proposed rate design and proposals regarding mandatory time fuse rates. 2008

Docket No. 07-09030 - Southwest Gas Corporation - on behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates. 2008 l

\

Civil Action 05-C-457-1 - Dominion Hope .- on behalf of former employee of the utility examined the utility's
hedging and sales for resale practices between affiliates. 2008

Case 07-829~GA-AIR ,- Dominion East Ohio - on behalf of the Office of the Ohio Consumer's Counsel examined
the reasonableness of the Company's embedded cost of service study, proposed revenue allocation and rate design
and examined the reasonableness of proposals on revenue decoupling and straight fixed variable rate design. 2008

Case 07-S-l315 - Consolidated Edison Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility's steam system and its electric system. 2008

Case No. 9134 -.- Green Ridge Utilities, Inc. - on behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate ofretum and the appropriate level and
allocation for common expenses from the parent company. 2008

l

Case No. 9135 ..- Provinces Utilities, Inc..- on behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and
allocation for common expenses from the parent company. 2008

Case 07-M-0906 .-. Energy East and Iberdrola .- On behalf ofNucor Steel, Auburn, Inc. examined the reasonableness
of the proposed Acquisition of Energy East Corporation by Iberdrola merger. 2008

Case 07-E-0523 .- Consolidated Edison - Electric Rates -- On behalf of County of Westchester testified to the
reasonableness of the Company's proposal to increase retail electric rates by over $1.2 billion or 33%, 2007

Docket Nos. ER07-459-002= ER07-513-002, and EL07-11-002 .- Vermont Transco -- on behalf of the Vermont
Towns of Stowe and Hardwick, and the Villages of Hyde Park, Johnson and Morrisville on whether the direct

1
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assignment and rate impacts of a proposed transmission line were with current policy of the Federal! Energy
Regulatory Commission 2007

Docket No. 07-05-19 - Aquarion Water Company - On behalf ofthe Connecticut Office of Peoples Counsel
examined the reasonableness of the utility's proposed revenue allocation, rate design, weather normalization and
depreciation rates 2007

Docket No. E-04204A-06-0783 .- UNS Electric - On behalf of the Arizona Corporation Commission testified on the
reasonableness of the utility's proposed revenue allocation and rate design. 2007

Docket Nos. 06-11022 and 06-11023 - Nevada Power Company - On behalf of the Staff of the Nevada Public
Utilities Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels.
2007

Case 06-G-1 186 - KeySpan Delivery Long Island - on behalf of the Counties of Nassau and Suffolk analyzed the
Company's proposed rate design for amortization of costs for expenditures relating to Manufactured Gas Plants.
2007

Case 06-M-0878 -National Grid and KeySpan Corporation -- on behalf of the Counties of Nassau and Suffolk
analyzed the public benefit of the proposed merger, customer service, demand side management programs, rate
relief as it relates to competition and customer choice, the repowering of the existing generating stations on Long
Island, and the remediation of contamination caused by Manufactured Gas Plants. 2007

Docket No. 06-07-08 - Connecticut Water Company .- On behalf of the Connecticut Department fUtility Control
examined the reasonableness of the utility's proposed depreciation rates, revenue allocation and rate design. 2006

Docket No. EL07-l 1-000 - Vermont Transco -- on behalf of the Vermont Towns of Stowe and Hardwick, and the
Villages off-lyde Park, Johnson and Morrisville evaluated whether the proposed and subsequently abandoned
allocation of costs for the Lamoille County Project was reasonable and whether the direct assignment and rate
impacts of a proposed transmission line were with current policy of the Federal Energy Regulatory Commission.
2006

Case 05-S-1376 - Consolidated Edison .- Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility's steam system and its electric system. 2006

Docket No. D6-48-000 - Braintree Electric Light Department - On behalf of the municipal utility presented an cost
of service study used to calculate the annual revenue requirement for a generating station that was deemed to be
required for reliability purposes. 2006

Case 05-E-1222 -- New York State Electric and Gas Corporation - On behalf ofNucor Steel, Auburn, Inc. examined
the reasonableness of the utility's proposed average service lives, forecast net salvage figures, and proposal to
switch from whole life to remaining life method. 2006

Docket No. 05-10004 -. Sierra Pacific Power Company - On behalf of the Staff of theNevadaPublic Utilities
Commission testified on the reasonableness of the utility's proposed electric depreciation rates and expense levels.
2006

\ Docket No. 05-10006 - Sierra Pacific Power Company .-. On behalf of the Staff of tile Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed gas depreciation rates and expense levels. 2006

Docket No. ER06-17-000 - ISO New England, Inc. - On behalf of a group of municipal utilities  in Massachusetts
prepared an affidavit on the reasonableness of proposed changes to the Regional Network Service transmission
revenue requirements rate setting formula. 2005

Case 04-E-0572 -. Consolidated Edison .- Electric Rate -- On behalf of the County of Westchester testified to the
reasonableness of the Company's revenue allocation amongst service classes and the company's fully allocated
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embedded cost of service study. 2004

Docket No. 04-02-14 - Aquarion Water Company - On behalf of the Connecticut Department of Utility Control
examined the reasonableness of the utility's proposed depreciation rates, weather normalization proposal and certain
operation and maintenance expense forecasts. 2004

Docket No. U-13691 - Detroit Thermal, LLC _ On behalf of the Henry Ford Health Systems testified on the
reasonableness of the utility's proposed default tariffs for steam service. 2004

Docket No. 04-30] 1 ._ Southwest Gas Corporation - On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels. 2004

Docket No. ER03-563-030 __ Devon Power, LLC, et al, ._ On behalf of the Wellesley Municipal Light Plant filed a
prepared affidavit with FERC with respect the proposal of ISO New England, Inc. to establish a locational Installed
Capability market in New England. 2004

Docket No. 03-10002 __ Nevada Power Company __ On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels. 2004

Case 03-E-0765 - Rochester Gas and Electric Corporation .. Before the New York Public Service Commission
submitted testimony on rate design, rate unbundling, depreciation, commodity supply and reasonableness and
ratemaking treatment of proceeds from the sale of a nuclear generating plant. 2003

New York State Department of Taxation and Finance Versus Brooklyn Navy Yard Cogeneration Partners _.
Testified on behalf of independent power producer in income tax case regarding tax payments associated with gas
used to produce electricity. Testimony focused on ratemaking policies and practices in New York State. 2003

Docket No. 2930 _ Narragansett Electric ._ Before the Rhode Island Public Utilities Commission submitted
testimony on the reasonableness of the utility's proposed shared savings filing and its implications for the overall
reasonableness of the Conlpany's distribution rates. 2003

Docket No. 03-07-01 __ Connecticut Light and Power Company _ Before the Connecticut Department of Public
Utility Control testified to the recovery of"federally mandated" wholesale power costs. 2003

Docket No. ER03-1274-000 ._ Boston Edison Company - Before the Federal Energy Regulatory Commission
submitted affidavit on the reasonableness of the utility's proposed depreciation rates and expense levels. 2003

Case 210293 - Corning Incorporated _ Before the New York Public Service Commission submitted an affidavit on
certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in New York
and the utility's billing practices as they relate to flex rate contracts. 2003

Case 332311 .- Nucor Steel Auburn, Inc. - Before the New York State Public Service Commission submitted an
affidavit on certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in
New York and the utility's billing practices as they relate to flex rate contracts. 2003

Case 6455/03 - Prepared affidavit for consideration by the Supreme Court of the State of New York as to the
purpose, need and fuel choice for the Jamaica Bay Energy Center (Jamaica Bay) as it related to good utility planning
practice for meeting the energy needs of utility customers, 2003

Case 00-M-0504 - New York State Electric and Gas Corporation - Reviewed reasonableness of utility's fully
allocated embedded cost of service study and proposed unbundled delivery rates. 2002

Docket No. TX96-4-001 - On behalf of the Suffolk County Electrical Agency proposed unbundled embedded cost
rates for wheeling of wholesale power across distribution facilities. 2002

Case 00-E-1208 - Consolidated Edison: Electric Rate Restructuring __ On behalf of Westchester County, addressed



reasonableness of having differentiated delivery services rates for New York City and Westchester. 2001

Case 01-E-0359 .-- Petition of New York State Electric & Gas __. Multi-Year Electric Price Protection Plan _
Addressed reasonableness of Price Protection Plan (PPP), presented alternative rate plan that called for 20%
decrease in utility's base rates. 200 l

Cue 01-E-0011 - Joint Petition of Co-Owners of Nine Mile Nuclear Station - Addressed the reasonableness of the
proposed nuclear asset sale and the ratemaking treatment of the after gain sale proposed byNYSEG. 200 l

Docket No. EL00-62-005 _._ ISO New England Inc.. Submitted affidavit c 1 reasonableness of ISO's proposed
$4.75/kW/month Installed Capability Deficiency Charge. June 2001

Docket No. EL00-62-005 __ ISO New England Inc. _ Submitted affidavit on reasonableness of proposed
$0.17/kW/month Installed Capability Deficiency Charge. January 2001

Docket No. 2861 - Pascoag Fire District: Standard Offer, Charge, Transition Charge and Transmission Charge ._
Testified on elements of individual charges, procedures for calculation and reasons for changes from previous filed
rates. 2001

Case 96-E-0891 - New York State Electric 8: Gas: Retail Access Credit Phase _ On behalf of a large industrial
customer, testified on cost of sewice considerations regarding NYSEG's earnings performance under the terms of a
multi-year rate plan and the appropriate level of Retail Access Credit for customers seeking alternate service from
alternate suppliers. 2000

Docket No. ER99-978-000 ._ Boston Edison Company: Open Access Transmission Tariff- Testified on design,
revenue requirement, and reasonableness of proposed formula rates proposed by Boston Edison Company for
calculating charges for local network transmission service under open access tariff 1999

Docket Nos. OA97-237-000, et. al.._ New England Power Pool: OATT - Testified on design, revenue requirement,
and reasonableness of proposed formula rate for transmission service, testified to proposed rates, charges, terms and
conditions for ancillary services. 1999

Docket No. 2688 _. Pascoag Fire District: Electric Rates _ Testified on elements of savings resulting from
renegotiation of contract with wholesale power supplier and presented analysis that justified need for and amount of
base rate increase. 1998

New York State Department of Taxation and Finance Versus Zap co Energy Tactics Corporation - Testified on
behaifofindependent power producer in income tax case regarding tax payments associated with electric
interconnection equipment. Testimony focused c 1 policies and practices faced in doing business in New York
State. 1998

Docket No. 2516 - Pascoag Fire District: Utility Restructuring _. Testified on manner arid means for utility's
restructuring in compliance with Rhode Island Utility Restructuring Act of l 996. Testimony presented a
methodology for calculating stranded cost charge, unbundled rates, and new terms and conditions of electric services
in deregulated environment. 1997

Case 94-E-0334 - Consolidated Edison: Electric Rates .__ Led Staff team in review of utility's multi-year rate filing
seeking increased rates of $400 million. Directed team in review of resource planning, power purchase contract
administration, and fuel and purchased power expenses and testified on reasonableness of company's actions
regarding buy-out of contract with an independent power producer and renegotiation of contract with another
independent power producer. Lead negotiations for multi-year settlement and performance-based ratemaking
package that resulted in a three-year rate freeze. 1994

Case 93-G-0996
rates. 1994

Consolidated Edison: Gas Rates - Testifier on reasonableness of uti1ity's proposed depreciation
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Case 93-S-0997 .- Consolidated Edison: Steam Rates -- Testified on reasonableness of utility's resource planning for
steam utility system. 1994

Case 93-S-0997 and 93-G-0996 -- Consolidated Edison; Steam Rates - Testified on reasonableness of rnulti-year
rate plan proposed by the utility. 1994

Case 94-E-0098 -Niagara Mohawk: Electric Rates - Reviewed utility's management omits portfolio of power
purchase contracts with independent power producers for the reasonableness of recovery of costs in retail rates.

1994

Case 93-E-0807 .- Consolidated Edison; Electric Rates -. Testified on rate recovery mechanism for costs associated
with termination of five contracts with independent power producers. 1993

Case 92-E-0814 .- Petition for Approval of Curtailment Procedures - Testified on methodology for estimating
amount of power required to be curtailed and star"fls estimate of curtailment. 1992

Case 90-S-0938 .- Consolidated Edison: Steam Rates - Testified on reasonableness futility's embedded cost of
service study, and proposed revenue re-allocation and rate design. 1991

Case 91-E-0462 .-. Consolidated Edison: Electric Rates .- Implementation of partial pass-through fuel adjustment
incentive clause. 1991

Case 90-E-0647 .- Rochester Gas and Electric: Electric Rates - Analysis and estimation of monthly fuel and
purchased power costs for use in utility's performance based partial pass-through fuel adjustment clause. 1990

Case 29433 - Central Hudson Gas and Electric: Electric Rates .- Analysis futility's construction budgeting
process, rate year electric plant in service forecast, lease revenue forecast, forecast and rate treatment of profits from
sales of wholesale power and estimation of fuel and purchased power expenses for use in the utility's partial pass-
through fuel adjustment clause. 1987

Case 29674 - Rochester Gas and Electric: Electric Rates - Review of utility's historic and forecast O8Llvl
expenditure levels forecast and rate treatment of profits from wholesale power, and estimation of fuel and purchased
power expenses, and price out of incremental revenues from increased retail sales. 1987

Case 29195 - Central Hudson Gas and Electric: Electric Rates - Review futility's construction budgeting process,
analysis of rate year electric plant in service, forecast and rate treatment of profits from sales of wholesale power,
and estimation of fuel and purchased power expenses. 1986

Case 29046 - Orange and Rockland Utilities: Electric Rates - Testified on the reasonableness of the utility's
proposed depreciation rates and expense levels. 1985

Case 28313 - Central Hudson Gas and Electric: Electric Rates ,- Review futility's construction budgeting process,
analysis orate year electric plant in service forecast, review orate year operations and maintenance expense
forecast, forecast and rate treatment of profits from sales of wholesale power, estimation of fuel and purchased
power expenses. 1984

Case 28316 - Rochester Gas and Electric: Steam Rates -. Price out of steam sales including the review of historic
sales growth, usage patterns and forecast number of customers. 1984

National Association of State Utility Consumer Advocates Annual Conference, 2012
replacement programs

Speaker accelerated main

National Association of State Utility Consumer Advocates Annal Conference, 2008
"Smart Metering"

Speaker on a case study of
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Multiple Interveners Annual Conference What Will Impact Market Prices? 1998, Syracuse, New York ._ Speaker
on the impact that deregulation would have on market prices for large industrial customers.

IBC Conference - Successful Strategies for Negotiating Purchased Power Contracts, 1997, Washington, DC -
Speaker on NY power purchase contract policies, ratepayer valuation, contract approval process and policy on
recovery of buyout costs.

Gas Daily Conference -.. Fueling the Future: Gas' Role in Private Power Projects, 1992, Houston, Texas - Panel
member addressing changing power supply requirements of electric utilities.

Member Municipal Electric Utility Association
Northeast Public Power Association
New York State Independent System Operator
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TUCSON ELECTRIC PQWER COMPANY'S RESPONSE TO RUCO'S EIGHTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0_22
April 28, 2016

RUCO 8.06

Hutchins  Dire ct 13:11-24 - 18:1-18 - P le a se  provide  the  monthly e ne rgy s a le s  for TEP 's  re ta il
de livery customers from January 2006-December 2015 on an actua l basis  and wea ther normalized
basis .

RE S P O NS E :

P lease  see  RUCO 8.06.xlsx for the  monthly wea the r norma lized sa le s . The  Exce l file  is  not
identified by Ba te s  numbers .

R E S P O NDE NT:

Greg S trong

W ITNE S S :

Da lla s  Duke s

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S EIGHTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
April 28, 2016

RUCO 8.05

Hutchins  Dire ct 13:11-24 - l8:l-18 - P le a s e  provide  the  monthly pe a k de ma nd for TEP 's  re ta il
de livery customers from January 2006-December 2015 on an actua l basis  and wea ther normalized
basis.

RES P O NS E:

P le a se  se e  file  RUCO 8.05 City Loa d Da ta .xlsx, she e t "Monthly S umma ry" for the  monthly pe a k
da ta  re que s te d. The  Exce l file  is not identified by Ba te s  numbers . The  Company cannot provide
wea the r normalized peak da ta  a s  it does  not pe rform such adjustments . This  is  because  the  peak
m ode l ha s  a  h igh  de gre e  o f com ple xity,  thus  m a king  pe a k norm a liz ing  ve ry d ifficu lt a nd
normalized peak va lues  a re  of little  va lue  for system planning.

R E S P O NDE NT:

Greg S trong

WITNES S  :

Da lla s  Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ('"Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Name of Respondent

Tucson Electric Power Company

This Re ort Is:
(1) r ' iA» Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
I /

Year/Period of Report

End of 2015/Q4

SALES FOR RESALE (Account 447)

1. Report al l  sales for resale ( i .e., sales to purchasers other than ul timate consumers) transacted on a settlement basis other  than
power exchanges during the year. Do not report exchanges of electr ic i ty (  Le., transactions involving a balancing of debi ts and credi ts
for energy, capaci ty, etc.)  and any sett lements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affi l iation the respondent has with the purchaser,
3. In column (b), enter a Statistical  Classi fication Code based on the original  contractual  terms and conditions of the service as fol lows:
RQ - for requirements service. Requirements service is service which the suppl ier plans to provide on an ongoing basis ( i .e., the
suppl ier includes projected load for this service in i ts system resource planning). In addition, the rel iabi l i ty of requirements service must
be the same as, or second only to, the suppl ier 's service to i ts own ul timate consumers.
LF - for tong-term service. "Long-term" means five years or Longer and "fi rm" means that service cannot be interrupted for economic
reasons and is intended to remain rel iable even under adverse condi tions (e.g., the suppl ier must attempt to buy emergency energy
from third parties to maintain del iveries of LF service). This category should not be used for Long-term fi rm service which meets the
defini tion of RQ service. For al l  transactions identi fied as LF, provide in a footnote the termination date of the contract defined as the
earl iest date that ei ther buyer or setter can uni lateral ly get out of the contract.
lF - for intermediate-term fi rm service. The same as LF service except that "intermediate-term" means longer than one year but Less

than five years.
SF - for short~term firm service. Use this category for al l  fi rm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating uni t. "Long-term" means five years or Longer. The avai labi l i ty and rel iabi l i ty of
service, aside from transmission constraints, must match the avai labi l i ty and rel iabi l i ty of designated unit.
LU - for intermediateterm service from a designated generating uni t. The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

Line
No.

Name of Company or Public Authority

(Footnote Affiliations)

(a)

Statistical
Classifi-
cation

(b)

FERC Rate
Schedule or

Tariff Number

(C)

Avera%e
Monthly willing
Demand (MW)

(d)

Actual Demand (MW)
AV€f38€

Monthly NC Demand

(e)

Av€f8Q€
MonthlyC Demand

(f)
1 Salt River Project Agricultural LF Tariffs S.A. 12

2 improvement and Power District

3 Navajo Tribal Utility Authority LF Tariff 3 S.A. 11

4 Toho ro O'odham Utility Authority LF Tariff 3 S.A. 13

5 Shell Energy North America (US) LP LF W SPP

6 EDF Trading North America, LLC LF ISDA

7 Trice Electric Cooperative LF Tariff 3 S.A. 13

8 Ago Improvement District SF AJO Contract

g Morena Water and Electric SF Morenci Agreement

10 Arizona Electric Power Cooperative SF W SPP

11 Arizona Public Service Company SF W SPP

12 Black Hills Power, Inc. SF W SPp

13 BP Energy Company SF ISDA

Cargill Power Markets, LLC SF iSDn

Subtota l RQ nu o 0

Subtotal non-RQ o 0 0

Total 0 0 0

f a n

14

FERC FORM NO. 1 (ED. 12-90) Page 310 Privileged Data
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  S UP P LE ME NTAL RE S P ONS E  TO AE CC
TWE LFTH S E T OF DATA RE QUE S TS  RE GARDING THE  2015  TE P  RATE  CAS E

DOCKET no . E -01933A-15-0322
Ma y 2, 2016

AECC 12.4

Please identify the margins earned by TEP on the Shell Long Term Energy Sales contract for each
month since its effective date.

RESPONSE: April 19, 2016

The  Compa ny obje cts  to this  que s tion a s  it re la te s  to non-ACC juris dictiona l ma rgins  tha t a re
outs ide  the  scope of this  ra te  case .

RESPONDENT:

Jeanine Tracey

WITNESS :

Dallas Dukes

SUPPLEMENTAL RESPONSE: May 2, 2016

Per discussions between counsel for the Company and counsel for AECC, please see AECC 12.4-
12.6 4-12-16 (Test Year)-Competitive Sensitive Confidentia1.x1sx. The Excel file is not. identified
by Bates numbers.

The Shell contract was put into place after the acquisition of Gila River Unit 3. The contract expires
December 31, 2017.

RESPONDENT:

Jeanine Tracey / Michael Sheehan

WITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Com party")
UNS Energy Corporation ("UNS")

UniSource Energy Services  ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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491 205 0 0 0 0 0 0 O 0NTUA 234 239 249 256 264 272 280 287 294 0 0TOUA 27 19 0 0 0 0 0 0 0 0 0Total Firm Wholesale 753 749 454 256 264 272 280 287 294 0 0

SRP 100 100 100
M

IO 0 0 0 0 0 0
NTUA 17 17 33 33 33I 33 36 43 43 0 .0Tou 3 3 O O 0 0 0 0 0 0 0Total Firm Demand 120 120 33 3333 33 36 43 43 0 0

4

Tucson Electric Power Company

Firm Wholesale Energy Forecast
In addition to retail sales directly to customers, TEP is currently under contract to provide wholesale energy to
three utility customers:

1] Sa lt River P roject [SRP] through Ma y 2016

2) Navajo Tribal Utility Authority (NTUA] through December 2022

3) Toho ro O'odha m Utility Authority (TOUA) through December 2015

TEP expected firm wholesale obligations are shown in Table 6 below. It is important to note contract
extensions have not been assumed. However, there is a possibility that any or all agreements could be

extended. This would obviously require current resource plans to be revised to account for the additional
energy sales and peak summer load requirements.

Table 6 - Firm Wholesale Requirements

SRP 491

Page - 56
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EXHIBIT FWR-10



Q

TUCS ON E LE CTRIC P QWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
April 18, 2016

RUCO 7.03

Weathe r Norma liza tion - P lea s e  provide  the  re s ults  and adjus tment to te s t-yea r revenue  by yea r
unde r the  Compa ny's  ne w mode l if a  nine  ye a r, e ight ye a r, s e ve n ye a r, s ix ye a r, five  ye a r, four
year, and three  year model were  used. In addition, please  provide  the  s ta tis tica l outputs , such as  p-
values  and r-squared values  associated with each year reques ted above.

RES P ONS E:

The Company objects  to the  reques t as  it is  overly burdensome. The time required to genera te  each
of the  mode ls  above  and to ca lcula te  the  tota l adjus ted revenue  is  s ignificant. P leas e  s ee  RUCO
7.05b for an explana tion as  to why this  proces s  is  highly burdensome and resource  intens ive .

For the  mode l s ta tis tics  of the  mode l the  Company us ed for the  readie r normaliza tion, pleas e  s ee
file  RUCO 7.03 TEP  We a the r Norma liza tion Mode l S ta tis tics .pdf, Ba te s  Nos . TEp\02l852-
021889.

RES P ONDENT:

Greg Sprang

WITNESS :

Cra ig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc, ("Forlis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



I

TUCS ON E LE CTRIC P QWE R COMP ANY'S  RE S P ONS E  TO RUCO'S  S E VE NTH S E T
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
Ap ril 18, 2016

RUCO 7.04

Weather Normaliza tion -.. P lease  provide  the  results  and adjus tment to tes t-year revenue under the
Compa ny's  ne w mode l if a  fifte e n ye a r, twe nty ye a r, twe nty five  ye a r a nd thirty ye a r mode l we re
us e d. In a ddition, ple a s e  provide  the  s ta tis tica l outputs , s uch a s  p-va lue s  a nd r-s qua re d va lue s
associa ted with each year reques ted above.

RES P ONS E:

Please  re fer to RUCO 7.03 .

R E S P ONDE NT:

Gre g S tra nd

WITNE S S :

Cra ig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fox*tis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("U]8S")
UniSQurce Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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File  Na m e Ba te s  Num be rs
RUCO 7.1 l Individua l Cus tome r S a mple  2-Confide ntia lxlsx N/A
RUCO 7.11 Individua l Cus tome r S a mple  3-Confide ntia l.xlsx N/A
RUCO 7.1 I Individua l Cus tome r S a mple  4-Confide ntia lxlsx N/A
RUCO 7.11 Individua l Cus tome r S a mple  5-ConHde ntia I.xlsx N/A
RUCO 7.1 I Individual Customer Sample-Confidential.xlsx N/A
RUCO 7.1  1  NREL S AM DATA-Conide ntia lxls x N/A

4:

TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  S EVENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET NO. E-01933A-15-0322
April 18, 2016

RUCO 7.11

Residential Customers - RE: Dukes Direct at page 8 i 122-25, please provide the following:

the number of seasonal residential customers that TEP has together with their energy use,
by month, for a typical year,

the number of year round residential customers that TEP has together with their energy
use, by month, for a typical year,

the estimated number of residential vacant homes, by month, for the years 2011-2015.

Please provide typical load profiles for a residential seasonal customer, a residential vacant
home, a residential year round customer, and a residential customer with distributed
generation. The load profiles should be for the winter period, the summer period, and the
peak day.

RESPCNSE:

a./b.

c.

d.

The Company does not currently track seasona l versus year round customers and therefore

does not have  the ir energy use  as requested.

c.

d.

The  Company does not track vacant homes.

For the  reasons above , the  company does not have  load profiles for the  requested customer

type s . The  compa ny ha s  a  la rge  swa th of hourly da ta  for a  numbe r of cus tome rs  which

include  some  of the  cus tome r type s  lis te d. Although the re  a re  not dis tribute d ge ne ra tion

cus tome rs  in the  sa mple , the  Compa ny is  a lso including the  NREL S AM 8760 production

curve  for the  Tucson a rea  for use  in e s tima ting sola r DG customer hourly load shapes.

Please see the following ilea for the 8760 production curve.

R E S P O NDE NT:

Greg S trand

WITNES S  :

Da llas  Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

a.

b.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Year Re s ide ntia l
UP C

Weather
Norma lize d
UP C

Y/Y
E E
Change

Y/Y
DG
Change

Y/Y
Othe r
Change

2007 11,129 10,956

2008 10,621 10,802 (9) (2) (144)
2009 10,708 10,713 <24) (3) (62)
2010 10,579 10,579 (45) (7) (82)
2011 10,606 10,450 (140) (29) 40

2012 10,375 10,350 (174) (32) 106

2013 10,424 10,108 (182) (50) (10)
2014 9,960 9,805 (265) (38) 1

2015 9,894 9,684 (231) (78) 189

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S EIGHTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 28, 2016

RUCO  8 .04

Re: Response  to RUCO 3.1 l and Dukes Direct a t 14:6-9 - FERC Form 1 da ta  shows tha t the  UPC
for Re s ide ntia l ra te  cla ss  ha s  be e n de clining s ince  2007 whe n it pe a ke d a t 10,922 kph pe r ye a r
(S e e  2007 FERC Form 1, pa ge  304, column e , line  2). For 2007 ple a s e  provide  the  we a the r
norm a lize d UP C. For e a ch ye a r 2008-2015, ple a s e  provide  the  a c tua l a nnua l UP C for the
Re s ide ntia l Re gula r s e rvice  c la s s  toge the r with  the  UP C cha nge  due  to  DG, due  to  e ne rgy
efficiency and due  to economic changes.

RE S P O NS E :

P lease  see  the  table  be low for the  breakout of wea ther normalized residentia l UPC and the  change
due  to EE and DG. P lease  note , when the  Company pe rforms the  wea the r nonna liza tion, tha t the
Com pa ny we a the r norm a lize s  the  e ntire  re s ide ntia l c la s s  a nd not jus t ROI. This  is  why the
Com pa ny is  s ta rting with the  2007 UP C of l 1 ,129 ins te a d of 10,922. The  Com pa ny ca nnot
accura te ly quantify what is  due  to economic changes versus some other e ffect. Thus the  va lues a re
labeled as other changes.

R E S P O NDE NT:

Greg S trong

W ITNE S S ;

Da lla s  Duke s

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSou1ce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



EXHIBIT FWR-13



TUCS ON ELECTRIC P OWER COMP ANY'S  S UP P LEMENTAL RES P ONS E TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE

CAS E
DOCKET no. E-01933A-15-0322

May 2, 2016

1

RUCO 7.20

TEP Headquarte rs - P lease  answer the  following questions as they re la te  to the  TEP Headquarte rs:

Ba s e d  on  the  Com pa ny's  la s t ra te  c a s e  the  Com pa ny ide n tifie d  the  fo llowing  two
compone nts  of building cos ts :

TEP  Ne w HQ-lT $  7 ,363 ,145

TEP  Ne w HQ-Fa cilitie s s  84,604,455

Tota l S  91,967,600

P lease  upda te  the se  two cos t components  to re flected othe r capita l improvements  and/or
a dditions . Furthe r, upda te  the  re s pons e  for a ny othe r ca pita lize d cos t compone nt not
a lre a dy re fle cte d in the se  two compone nts . In a ddition, include  the  FERC sub a ccount
numbers  for these  capita lized a sse ts  and amounts  (Ag. ii l S tructures  and Improvements).

Ba s e d on the  Compa ny's  la s t ra te  ca s e  the  Compa ny ide ntifie d the  following cos t pe r
square  foot.

Office $263/s f

Re ta il 58178/sf

P a rking $64/s f

Please update these costs to reflect the current cost per square foot for the above three areas.
In addition provide  the  work shee ts , and ca lcula tions to substantia te  the  response .

Do the  dolla r pe r s qua re  foot (Office , Re ta il, P a rking) cite d in b. include  a  ca pita lize d
portion and an opera ting and maintenance  ("O8LM") expense  portion?

If no to c. provide  the  ca pita lize d portion a nd the  O8cM portion pe r squa re  foot. Furthe r
providing a  lis ting of components  tha t a re  lis ted in the  capita lized and O8cM portions  (eg.
property taxes, deprecia tion expense , e tc.).

Based on the  Company's  la s t ra te  ca se , the  Company indica ted tha t 12,000 gross  squa re
feet of re ta il space  was unused. P lease  update  the  gross square  feet of re ta il space  to reflect
both used and unused space .

Based on the  Company's last ra te  ease , the  Company indica ted tha t 8,540 gross square  fee t
of vacant and unused cubica l space . P lease  upda te  the  gross square  fee t of office  space  to
reflect both used and unused space .

Please provide the gross square  feet of parking space to reflect both used and unused space.

Lis t by floor and squa re  footage  the  portion of the  building tha t has  been a lloca ted to TEP
employees, UNS e lectric employees, UNS gas employees, and any othe r TEP  a ffilia te s .

Lis t by floor a nd squa re  foota ge  the  portion of the  building tha t is  re nte d/le a se d to othe r
non-a ffilia te  entitie s  (e .g. insurance  company)'?

Is  a  profit component built into the  renta l/lease  payment tha t each a ffilia te  member pays to
the  parent company, if so, what is  tha t percentage , and what is  the  amount of profit charged
to each a ffilia te  member?

g .

h .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

a.

b.

d.

e.

c.

1.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



P

k.

RESPONSE: April 18,2016

TEP is in the process of gathering this information and will provide it as soon as possible

RESPONDENT:

Anne Liu

S UP P LEMENTAL RES P ONS E;

WITNES S :

Dallas Dukes

a.

TUCSON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE TO
RUCO'S SEVENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE

CASE
DOCKET NO. E-01933A-15-0322

May 2, 2016
Is a profit component built into the rental/lease payment that each non-affiliate member
pays to the parent company, if so, what is that percentage, and what is the amount of profit
charged to each non-affiliate member?

FERC Sub Account

; E397

5 E391-CP

The cost components for the TEP Headquarters at June 30, 2015 are as follows:

§E390

: E391-0E

4 E389~LD

iE398-RW

I

£Structures & Improvements-
éffige Equip

iLBUd

iRi8ht_a..wavs- .n .._..-__.___....

TEP HQ-Facilities Total
:
!
s
+ . , .

Description

communication Equipment

,Computer Equip.

TEP HQ-IT Total

I

Total at June 30, 2015

May 2, 2016

General Plant 68,371,896.._

1,331,752
..8,549,938 .

41,468 1
78,295,053

3 §888§;%§3

(

»..» r. 'i

E

I

Y

S
3,574,387 2

4,288,6958

4

Net

714,308 I
s

1
I

The cost per square foot provided in the last rate case was an approximation based on total
construction costs and gross square footage. Construction costs included land, direct
construction costs for shell building, permits, impact fees, etc. For your reference, please
see file RUCO 7.20.pdf, Bates Nos. TEP\023766-023770, for the response to STF 22.06
(r) provided in the 2012 TEP Rate Case.

The net balance of the HQ Building decreased by l 1.62% as compared to the balance in
the last rate case. To provide an approximation of the current cost per square feet, the prior
amounts were decreased accordingly.

_
_

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

b.

UniSourcc Energy Services ("U18S")
UniSource Energy Development Company ("UED'*}
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l



TUCS ON ELECTRIC P GWER c:o1v1pAny's  S UP P LEMENTAL RES P ONS E TG
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE

CAS E
DQCKET NO. E-01933A-15-0322

May 2, 2016

Expenses for the test year by component are:

1,657,953 §
1,111,450 »
3,881,648 I
6,651,056

The 12,000 square footage of retail space supplied in the last rate case should be revised to

10,185. It is 100% unused.

The  Com pa ny doe s  not m a inta in dolla r pe r s qua re  foot da ta  by Office , Re ta il, P a rking for
ca p ita liz e d  a nd  O&M e xpe ns e s . As  no te d  a bove , the  to ta l c a p ita liz e d  po rtion  o f the
building is  $82,583,748 a t J une  30, 2015.

No, it doe s  not inc lude  a n O&lvI e xpe ns e  portion. The  cos t pe r s qua re  foot figure s  in  the

la s t ra te  ca se  we re  ba se d on ca pita lize d one -time  cons truction cos ts . It include d la nd cos ts ,
dire ct cons truction cos ts , a nd one  time  sa le s  ta x/ pla ns , pe rmits  a nd impa ct fe e s .

3

Cost

Reserve

'Net Balance

June 30, 2015 Dec. 31, 2011

98,679,260

(16,095,511) i

82,583,748 i'

Cost Per Square Ft -_Adjusted by % Change

Prior Rate giasg Current

232

157

i
1

1

Change

i

Z

E
8
g
;

-11.62%5

The square footage of space built out excluding retail and the garage levels is 267,625.

This includes workstations, offices, hallways, common areas, rest rooms, mechanical

rooms, etc. Of the 267,625 total square footage, 263,365 square feet is used. 4,260 square

feet is unused workstation and office space.

O The  squa re  foota ge  of the  pa rking spa ce  is  224,600. 100% use d.

The  he a dqua rte rs  build ing  is  100% occupie d  by TOP  e m ploye e s
doing work on be ha lf of TEP , UNS  Ele ctric  a nd UNS  Ga s .

c contra ct pe rsonne l

None  of the  he a dqua rte rs  building is  curre ntly be ing re nte d/le a se d to othe rs .

The re  a re  no re nta l/le a s e  pa ym e nts  from  a ffilia te  m e m be rs  for the  he a dqua rte rs  a s  the
build ing is  l00% occupie d by TEP . Howe ve r, with in  the  build ing a lloca tion cos t cha rge d
to a ffilia te s , through a  la bor a lloca tion; 1  re turn com pone nt of 5 .04% a s  pe r the  a gre e d
upon re turn in the  la s t ra te  ca se .

Not a pplica ble . The re  a re  no re nta l/le a se  pa ym e nts  pa id by non-a ffilia te d m e m be rs .

R E S P O NDE NT:
Anne  Liu (a , b, c , d, h-k) / Rya n Com pa nie s  (e , f, g)
W ITNE S S :
Da lla s  Duke s

Arizona Corporation Commission ("Commission")
Fortis Inc, ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

5.

k.

i.

h .

f.

e.

d.

C.

4

UniSonrce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON E LE CTRIC P OWE R COMP ANY'S  RE S P GNS E  TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2012  TOP  RATE CAS E

DOCKET NQ. E-01933A-12-0_91
Nove mbe r 7, 2012

RUCO 7.13

Did TEP conduct a  comprehensive cost~benefit analysis of building a  new headquarters versus
mainta ining the  existing facilities?  Ipso, please  provide  the  analysis . If not, why not?

RES P ONS E:

THE FILES  LIS TED BELOW CONTAIN CCNFIDENTIAL INFORMATION AND ARE
BE ING P ROVIDE D P URS UANT TO THE  TE R NIS OF THE P ROTECTIVE

AGREEMENT.

The  Company did an extens ive  eva lua tion be fore  it decided to proceed with a  new headqua rte rs

building. Ma na ge me nt be ga n cons ide ring a dding a nd cons olida ting office  s pa ce  in mid-2007, a

fina l de c is ion  to  purcha s e  the  la nd for a  ne w build ing  wa s  ma de  in  April 2009 a nd a  fina l

de cis ion to be gin building wa s  ma de  in Octobe r 2009. TEP  wa s  cons ide ring ne w s pa ce  for

numerous  reasons  including:

Eve n with the  us e  of the  te mpora ry office  tra ile rs , the  curre nt fa c ilitie s  we re  a t 99%

occupancy and, in certa in cases , TEP needed to rent space  for project teams ,

The lease at One South Church, where 80 employees were located, was up for renewal in

June 201 l ,

Over 300 employees at the Irvington Campus were housed in 12 temporary office trailers

that were costly to operate, and the employees were functionally separated from the other

work groups,

Two pe rma ne nt office  fa cilitie s  a t the  Irvington s ite  (one  built in the  l950's  a nd one  in

the  e a rly l980 's ) we re  due  fo r re nova tion  a nd  me c ha n ic a l upgra de s  (i.e . ,  HVAC,

ba throoms , ADA complia nce , e tc.),

TEP  ne e de d more  confe re nce  s pa ce  a nd la rge r confe re nce /a uditorium to  fa c ilita te

e mploye e  me e tings -a t the  time , the  la rge s t confe re nce  room could only ha ndle  125

people , a  small percentage  of our employees  based in Tucson a t tha t time,

For complia nce  a nd bus ine s s  continuity re a s ons , the  Compa ny wa s  e va lua ting ba ckup

loca tions  for its  IT da ta  ce nte r, ca ll ce nte r, control room a nd phys ica l s e curity. TEP  me t

the  need for backup facilitie s  by incorpora ting them into the  new secure  headquarte rs .

The decision to proceed in the 2009-2010 time frame, which coincided with the weak

economy, provided the opportunity to build a new headquarters at a reasonable lower cost

level and support construction related jobs in Tucson,

Given the  Company's  s itua tion, it deve loped objectives  and a  plan to re s olve  the  long te rm office
ne e ds . The  prima ry obje ctive s  include d: a ) e limina te  e xis ting ca pa city cons tra ints  a nd provide
for growth, b) cons olida te  employees  into fewer office  loca tions  to improve  communica tions  and
re duce  tra ve l time  a nd cos ts , c) cons olida te  a ll or a t le a s t a  ma jor portion of the  corpora te  s ta ff
functions  into one  building to improve  communica tions  a nd re duce  tra ve l time  a nd cos ts , d)
choos e  office  loca tion(s ) and pa rking tha t is  convenient and s a fe  for employees , and e ) manage

Arizona Corporation Commission ("Commission")
Federal Energy Regulatory Commission ("FERC")
Open Access Transmission Tariff("OATT")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation fa UniSource Energy Corporation ("UNS")

a.

b.

C.

d.

e.

f.

g.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("U`ED"̀ )
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



File  Na m e Bates Numbers
RUCO 7.13 Ne w Building P re s  2008 08-2011 12-Confide ntia l.pdf TEP\027864-027949
RUCO 7.13 Ne wBuildP re sExh2009 04-Huma nlmpa ct-Conflde ntia l.pdf TEP\027950-027978
RUCO 7.13 NewBuildPresExh2009 04-Iwington Modulars-Confidentia l.pdf TEP\027979~027981

|RUCO 7.13 Ne wBuildP re s Exh2009 04-Lis tDs c P rops -Confide ntia lpdf TEP\027982-028006
RUCO 7.13 NewBuildPresExh2009 04-Mapl87482-Confidentia l.pdf TEP\028007-028008

TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2012 TEP  RATE CAS E

DOCKET NO. E-01933A-12-0291
November 7, 2012

costs. In a ddition to the  prima ry obje ctive s , the  Compa ny a lso wa nte d to choose  a n office
facility tha t was  environmenta lly friendly (i.e ., incorpora ting ene rgy e fficiency and renewable
energy resources) and supported the  Tucson community with economic deve lopment and/or
office  common facilities that could be used by the  community including local charities.

To me e t the  obje ctive s , the  Compa ny inve s tiga te d a nd e va lua te d va rious  a lte rna tive s . It
compared the  a lte rna tives  of a ) expanding/remode ling current facilitie s , b) leas ing additiona l
space at One South Church Avenue, c) leasing existing office space at other Tucson locations, d)
buying e xis ting office  spa ce  in Tucson, a nd e ) building a  ne w office  building a t nume rous
locations in Tucson. Please  see  the  files lis ted below for the  confidentia l materia ls  that se t forth
the  analyses conducted in connection with these  options and the  ultimate  decision to build the
new corporate headquarters.

Ba se d on the  a na lyse s  a nd TEP 's  ne e ds , it wa s  ultima te ly de te rmine d tha t the  be s t a lte rna tive
wa s  to build a  corpora te  he a dqua rte rs  a t 88 Ea s t Broa dwa y. The  ke y drive rs  in the  de cis ion
we re : a ) the re  wa s  not suita ble  e xis ting office  spa ce  of a t le a s t 100,000 squa re  fe e t with pa rking
for 250 e m ploye e s  a va ila ble  in  Tucs on, b) building a  ne w building a llowe d the  Com pa ny to
des ign for its  specific use  and needs , c) building a  new building a llowed the  facility to be  s ized to
consolida te  a  la rge r number of employees  into one  loca tion based on a  space  planning/adjacency
s tudy (se e  Re sponse  to RUCO 7.l2), d) the  downtown loca tion is  conve nie nt for e mploye e s  for
commuting including a cce s s  to public  tra ns porta tion a nd the  downtown loca tion s upports  the
de ve lopme nt of downtown Tucs on, a nd e ) the  s low e conomy a nd we a k cons truction indus try
a llowe d the  compa ny to close ly ma na ge  cos ts , to build the  fa cility in a  short, tight time  pe riod
and to provide  jobs/economic activity to the  loca l Tucson economy.

RES P ONDENT :

S cott Ra thbun/Ke vin La rson

WITNESS :

Michae l DeConcini

Arizona Corporation Commission ("Commission")
Federal Energy Regulatory Commission ("FERC")
Open Access Transmission Tariff("OATT")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation fa UniSource Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCS ON ELECTRIC P OWER CQ1V1P ANY'S  RES P ONS E TQ
RUC()'S  S E VE NTH S E T O F  DATA RE Q UE S TS  RE G ARDING  THE  2012  TE P  RATE  CAS E

DO C KE T n o .  E -0 1 9 3 3 A-1 2 -0 2 9 1
Nove mbe r 7, 2012

RUC() 7 .23

Whe n wa s  owne rs hip of the  ne w fa cility tra ns fe rre d to Tucs on Ele ctric  P owe r Compa ny from
UniS ource , and why did this  transfe r occur?

RES P ONS E :

The transfer date was November 1, 2011. The building was initially owned by UNS to provide

greater flexibility in financing the asset construction. The transfer of ownership made economic

and practical sense for many reasons, including:

UNS initially attempted to attain New Markets Tax Credits for the building, which were

available for development in certain areas. The credits were available to a

developer/lessor (a role UNS could have fulfilled by owning the building and leasing it to

TEP), but were not available to an owner occupant such as TEP. When it became clear

that the tax credits would not be available for this development project, it made more

economic sense for TEP to own the asset directly rather than UNS (see additional reasons

below).

TEP avoided a potential liability on its balance sheet by owning the asset instead of

entering into a long-term lease obligation,

Use  of the  facility by TEP  was  ensured ove r the  long-te rm, avoiding the  need to cons ide r

purchase  and lease  renewal options a t end of the  lease  te rm, and

Long-te rni fina ncing for the  fa c ility could be  obta ine d on be tte r te rm s  a t TEP  due  to

TEP 's  inve s tme nt-gra de  cre dit ra ting (UNS  is  ra te d Ba l, a  non-inve s tme nt gra de  cre dit

ra ting).

R E S P O NDE NT:

Scott Ra thbun, Karen Kissinger and Kentiton Grant

W ITNE S S :

Micha e l De Concini

4
J.

\

Arizona Corporation Commission ("Commission")
Federal Energy Regulatory Commission ("FERC")
Open Access Transmission Tariff("OATT")
Tucson Electric Power Company ('"TEP" or the "Company")
UNS Energy Corporation fa UniSoL1rce Energy Corporation ("UNS")

2.

1.

4.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l
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p ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

For the fiscal! year ended December 31, 2009

Washington, D.C. 20549

FORM 10-K

OR

fxle:///C:/Ussrs/omx/Dcsl<cop/Tucson Electric Power/TEP I0-Ks/ZOO...

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission
File Number

Registrant, State of Incorporation,
Address,§; and Telephone Number

IRS Employer
Identification Number v

1-13739 UNISOURCE ENERGY CORPORATION
(An Arizona Corporation)
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571-4000

86-0788732

1-5924 TUCSON ELECTRIC POWER COMPANY
(An Arizona Corporation)
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571-4000

86-0052700

Securities registered pursuant to Section 12(b) of the Exchange Act:

Registrant

LlniSource Ehérgy
Corporation

...Title of Each Qlass
Common Stock, no par value

Name of Each Exchange
onwhich Reqisiered

New York Stock Exchange

Securities registered pursuant to Section 12(9) of the Exchange Act: None

indicate by check mark if the registrant is a well known seasoned issuer, as defined in Rule 405 of the Securities Act
of 1933.

UniSource Energy Corporation
Tucson Electric Power Company

Yes b
Yes o

No 0
No 19

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934 (Exchange Act).

UniSouroe Energy Corporation
Tucson Eiectrk: Power Company

Yes o
Yes b

No P
No 0

indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d} of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to he such

ll
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Cash used for investing activities is primarily a result of capital expenditures at TER UNS Gas and UNS Electric. Cash
used for investing and financing activities can fluctuate year-to-year depending on: capital expenditures. repayments
and borrowings under revolving credit facilities, debt issuances or retirements, capital lease payments by TEP, and
dividends paid by UniSource Energy to its shareholders.

Operating Activities

In 2009. net cash flows from operating activities were $70 million higher than 2008 primarily due to: lower costs of fuel
and purchased energy, increased retail revenues due to base rate increases at TEP and UNS Electric and hot summer
weather, lower interest paid on capital leases and long-term debt, partially offset by lower wholesale sales, higher
O&M and higher wages paid.

Investing Activities

Net cash used for investing activities was $155 million lower in 2009 compared with 2008 due to: a $133 million
deposit made by TEP last year with the trustee for bonds that matured on August 1, 2008, and a $70 million decrease
in capital expenditures in 2009, partially offset by a $31 million investment made by TEP in 2009 to purchase
SpringeMlle lease debt, and a S12 million decrease in proceeds from investment in lease debt.

i
i

Capital Expenditures

Business,~Segment

. Actual

2009 2010 2011 2013 2014I
I

S

ET_.til]]3_t8d
- - 8v45 ...

'-mi1|ioH§"3f'63||ars-
217 $ 203
16 LB
25 31

..27 - 1.

285 251

225

18
13

TEP
UNS Gas
UNS Electric
UniSource *Energy Stand-Alone

UniSource Energy Consolidated

235 .
134

28
10.

28?

84
26

. 16

3414 j254 S

209
18
16

~.1
244

Included in TEP's capital expenditures forecast for 2010 is $52 million for the proposed purchase of Sundt
Unit 4.

» Items excluded from TEP's capital expenditures forecast are: the estimated cost to construct proposed
Tucson to Nogales, Arizona transmission line of $120 million, estimated costs of $300 million between
2011-2014 to construct 75 to 150 MW of local generation that may be required in 2015.

* The estimated capita! expenditures for UniSource Energy Stand-Aione are for the purchase of land and
construction of a new corporate headquarters.

For more information see TER Liquidity and Capiiai Resources, Investing Activities, Capital Expenditures, below, and
Item1. Business, TER Transmission Access, Tucson to Nogales Transmission Line, above.

Financing Activities

Net cash proceeds from financing activities were $170 million lower in 2009 compared with 2008. in 2008, The
industrial Development Authority of Pima County issued, for the benefit of TER apprmdmately $221 million of
tax-exempt industrial development revenue bonds and UNS Electric issued $100 million of long-term debt used in part
to refinance a $60 million debt maturity. Factors affecting proceeds from financing activities in 2009 included:
$30 million of proceeds from the issuance of short-term debt at UED; e $70 million decrease in payments of long-term
debt compared with 2008, a $50 million decline in payments on capital lease obligations compared with 2008; and a
$7 million increase in dividends paid compared with 2008. ,

L
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
(Mark One)

II ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15[d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from. to

Commission
File~number

Registrant, state of Incorporation,
Address._and Ielepb¢>nQNumber

IRS Employer
Identification Number

1-13739 UNISOURCE ENERGY CORPORATION
(An Arizona Corporation) .
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571 -4000

85-0785732

1-5924 TUCSON ELECTRIC POWER COMPANY
(An Arizona Corporation)
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571 -4000

85-0062700

Securities registered pursuant to Section 12(b) of  the Exchange Act:

Registrant.-.. Title of Each Class

Name of  Each Exchange
on W hich Registered

UniSource Energy

Corporation

Common Stock, no par value New York Stock Exchange

Securities registered pursuant to Section 12(9) of  the Exchange Act: None

Indicate by check mark if the registrant is a well known seasoned issuer, as defined in Rule 405 of the SeouritEes Act of
1933.

UniSource Energy Corporate
Tucson Electric Power Company

Yes b
Yes o

No  o

No  P

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934 (Exchange Act).

LlniSour(:e Energy Corporation
Tucson Electric Power Company

Yes o
Yes b

No P
No o

indicate bY check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to he such
reports), and (2) has been subject to such ftiing requirements for the past 90 days

F

2 of243 12 /18 /208  12 :04  P M



\
Form I0-K tile:///C:/Uscrslomx/Desktop/Tucson Electric PowerlTEP I0-Ks/20l...

4

Table of Contents

Capital Expenditures Forecast

Business Segment
Actual
2010 .2011 2014 2015

TEP
UNS Gas
UNS Electric (1)
Other Capital Expenditures

S 267
IO
22
17

316

$ $ 322
15
30

286
22
32

S

Estimated
2o12 2013
-Millions of Dollars-

306 S 273 $ 372
12 i t 14
37 51 25
36 1

s 391 s ass s 411 s 368 s 340

(1) UNS Electric is expected to purchase BMGS from UED for approximately $62 million during 2011. Since this is an
inter-company transaction, it is not included in the chart, as it is eliminated from UniSource Energy consolidated capital
expenditures. See UNS Electric, Factors Affecting Results of Operations, Rates, 2010 UNS Electric Rate Order,
below, for more information.

TEP's capital expenditures in 2010 include $52 million for the purchase of Sundt Unit 4. TEP's estimated capital
expenditures in 2015 exclude the potential purchase of Springer/ille Unit 1 and Springerviile Coal Handling Facilities upon
the expiration of their respective leases in January 2015.

Other capital expenditures reflect UnlSource Energy's standalone capita! expenditures, including the purchase of land and
construction costs for a new corporate headquarters.

These estimates are subject to continuing review and adjustment. Actual capital expenditures may differ from these
estimates due to changes in business conditions, construction schedules, environmental requirements, state or federal
regulations and other factors.

For more information regarding TEP's capita! expenditures, see Tucson Electric Power Company, Liquidity and Capital
Resources, investing AcHvi2'ies, Capita/ Expenditures, below.

Financing Activities

Net cash proceeds used for financing actMties were $22 million higher in 2010 than they were in 2009 due to:

$30 million of net revolving credit facility repayments in 2010 compared with net proceeds of $5 million in 2009,

a $32 million increase in payments of capital lease obligations;

$30 million of short-term debt proceeds in ZOG9 compared with none in 2010, and

a $15 million increase in dividends paid to common shareholders; partially offset by

an $82 million increase in proceeds from long-term debt net of repayments of long-term debt.

Capital Contributions

in the first quarter of 2010, UED paid a $9 million dividend to UniSource Energy, of which $4 million represented a return of
capital distribution. in March 201 o, UniSource Energy contributed $15 million in capital to TEP to help fund the purchase of
Sundt Unit 4.

In 2009, UED paid a $30 million dividend to UniSource Energy which also represented a return of capital distribution.
UniSource Energy used the proceeds to contribute $30 million of capital to TEP to purchase lease debt related to
Springerville Unit 1.

See Other Non-Reportable Business Segments, UED and Tucson Electric Power Company, Liquidity and Capita!
Resources, below for more information.

UniSource Credit Agreement

In November 2010, UniSource Energy amended and restated its existing credit agreement (UniSource Credit Agreement).
The Uni'Source Credit Agreement had previously included a $30 million term loan facility and a $70 million revolving credit
facility. As amended, the UniSource Credit Agreement consists of a S125 million revolving credit and revolving letter of
credit facility. The LlniSource Credit Agreement will expire in November 2014. At December 31, 2010, there was $27 million
outstanding at a weighted average interest rate of 3.26%

59 0f243 12/18/2012 12105 P M
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EXECUTIVE SUMMARY

The Company's presentation is a study in contrasts. On the one hand,
Company President David Hutchens testified that the impact of EE and DG
on the Company's retail electric sales has been significant noting that
energy efficiency and distributed generation reached nearly 1,000,000
Mwh, which equates to about 11% of TEP's test year sales. On the other
hand, the Company has acquired 413 MW of Gila River Unit #3 and in 2015,
the Company's growing renewable energy portfolio (including DG) is
expected to expand to over 500 megawatts as compared to 56 MW in the
Company's last rate proceeding.

On the one hand the Company has been told that its load forecasts appear
to be optimistic in that is assumes a rapid return to historical load growth
and the ACC Staff recommended that TEP reexamine their load forecasting
techniques. Yet, Company President David Hutchens states that from the
period of January 1, 2012 to June 30, 2015, TEP invested approximately
$1 .3 billion in order to continue providing its customers with safe and reliable
service. On a net plant basis for retail customers these investments
increase rate base from $1.5 billion in the last case to $2.1 billion in this
case an increase of 40%. The Company does not seem to understand its
building for load that under current market conditions is unlikely to return.

The Company is asking for a large amount of outstanding issues to be
addressed in this case and the cost of them is large. Gila River Unit 3 is
being placed in rate base. The Company wants to recover the increased
cost for Springerville Unit 1 in the fuel adjustment clause. The Company
seeks full cost recovery of the stranded assets related to the Sundt Coal
Handling facilities and the pending retirement of San Juan Unit 2. The
Company seeks to shorten the service life of San Juan Unit 1 because of
problems that may or may not occur almost a decade from now.

1
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I propose a series of adjustments to the Company's presentation. The first
addresses the capacity acquisition issue. When the Company has excess
capacity, it sells it in the wholesale market to recover some of the costs for
supporting that capacity. This is done under FERC approved wholesale
power contracts. The Company's presentation removes some of the sales
unjustly and I propose an adjustment which is more reflective of conditions
that occurred in the test year and appear likely to reoccur in the year
following when rates are reset, 2017.

My second adjustment is to depreciation. Here I propose two adjustments.
The first is to reject the shortening of the service life for San Juan Unit 1.
The Company has no firm basis to make this adjustment and given the rate
impact, an almost $13 increase in depreciation expense, and the fact that
the Company is asking ratepayers to pay for so many other things in this

ii
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case, I believe the Company's proposed shortening of the service life is
premature.

My third adjustment relates to the recovery of post-test year plant. Based
on past precedent in this State, post-test year plant might be allowed for
recovery in rates when the plant is necessary for the provision of services
and reflects appropriate, efficient, effective, and timely decision-making.
This Company has a history of being overly optimistic in its load projections
and has been asked to review this by Commission Staff. Moreover, when
the Company is asked about basic information about its residential
customers, which constitute 90% of its customer base, it claims to have little
knowledge. Yet, with its propensity for spending, the Company continues
to build projects for forecasted load growth that has yet to materialize. I
don't believe that the Company has shown that its decisions reflect
appropriate, efficient, effective, and timely decision-making and as such,
propose to remove post-test year plant for ratemaking purposes.

1
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My fourth adjustment relates to the third, and that is the Company's
proposed adjustment for residential test year sales for weather
normalization. As noted above the Company claims it has little knowledge
about its customers and this brings into question the accuracy of attributing
any sales variation to weather as opposed to economic conditions. I
propose to only allow half of the proposed weather normalized sales
variation for residential customers to be allowed in rates.

My fifth and final adjustment relates to the UNS headquarters building.
TEP's parent corporation, UNS, conceived and built this building in the
downtown location. The downtown location was critical because UNS was
trying to gain investment tax credits which would have garnered the parent
Company considerably financial benefit. When the tax credits became
unavailable and after construction of the new building was complete and the
employees were about to move into the building, ownership was transferred
from the non-regulated entity, UNS, to the regulated entity, TEP, which
happened to be filing for a rate case shortly thereafter. Effectively, the
parent is attempting to shift the cost burden and risk associated with it from
its shareholders to TEPs ratepayers. When UNS was allowed to form a
holding Company back in 1997 there was a safeguard provision to ensure
that the formation of the Holding Company structure would not result in adverse
consequences to TEP. That provision was that the parent company would
charge the lower of embedded costs or the prevailing market rent for any
exchange of goods between the parent company and the affiliate. Since the
market rent in Tucson is considerably less than the embedded cost of the
building, for ratemaking purposes, l propose to reflect this provision of the holding
company order into the rate setting process. This would be effectuated by
removing the building from TEP's rate base, removing the associated expenses
and imputing a market based rent.

iii
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1 INTRODUCTION

2 Q. PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION.

3

4

My name is Frank W. Radigan. I am a principal in the Hudson River Energy

Group, a consulting firm providing services in electric, gas and water utility

5

6

industry matters, and specializing in the fields of rates, planning and utility

economics. My office address is 235 Lark Street, Albany, New York 12210.

7

8 Q. PLEASE DESCRIBE THE HUDSON RIVER ENERGY GROUP.

9

10

11

The Hudson River Energy Group ("HREG") is an engineering consulting firm

specializing in the fields of rates, planning, economics and utility operations

for the electric, natural gas, steam and water utility industries. HREG was

12

13

founded in 1998 and has served a wide variety of clients including municipal

utilities, government agencies, state commissions, consumer advocates,

14 law firms, industrial companies, power companies, and environmental

15 organizations. HREG conducts rate design and cost of service studies, and

16 designs performance based rate plans. HREG also assists clients in

17 handling the complexities of deregulation and restructuring, including Open

18 Access Transmission Tarif f  pricing, unbundling of  rates, resource

19

20

21

22

adequacy, transmission planning policies and power supply. During

HREG's existence, we have proffered our expertise before the Federal

Energy Regulatory Commission ("FERC" or "Commission") and a large

number of state utility regulatory commissions across the country.

23

1

A.

A.

-11 I
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1 Q. PLEASE SUMMARIZE YOUR EDUCATION AND BUSINESS

2 EXPERIENCE?

3

4

5

6

7

8

g

10

11

12

13

I received a Bachelor of Science degree in Chemical Engineering from

Clarkson College of Technology in Potsdam, New York (now known as

"Clarkson University") in 1981. l received a Certificate in Regulatory

Economics from the State University of New York at Albany in 1990. From

1981 through February 1997, I served on the Staff of the New York State

Public Service Commission ("NYPSC") in the Rates and System Planning

sections of the Power Division. My responsibilities included, resource

planning and the analysis of rates, depreciation rates and tariffs of electric,

gas, water and steam utilities in the state. These duties also encompassed

rate design, performing embedded and marginal cost of service studies, as

well as depreciation studies.

14

15

16

17

18

19

Before leaving NYPSC, I was responsible for directing all engineering staff

during major proceedings, including those relating to rates, integrated

resource planning ("liP") and environmental impact studies. In February

1997, l left NYPSC and joined the firm of Louis Berger 8< Associates as a

Senior Energy Consultant. In December 1998, I formed my own consulting

20 firm .

21

22

23

In my 35 years of experience, I have testified as an expert witness in utility

rate proceedings on more than one hundred occasions before various utility

2

A.
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1

2

3

4

5

6

7

regulatory bodies, including: the Arizona Corporation Commission, the

Connecticut Department of Public Utility Control (now the Connecticut

Public Utilities Regulatory Authority), the Delaware Public Service

Commission, the illinois Commerce Commission, the Kentucky Public

Service Commission, the Maryland Public Service Commission, the

Massachusetts Department of Telecommunications and Energy, the

Michigan Public Service Commission, the Mississippi Public Service

8 Commission, NYPSC, the New York State Department of Taxation and

9 Finance, the Nevada Public Utilities Commission, the North Carolina

10

11

Utilities Commission, the Pennsylvania Public Utility Commission, the

Public Service Commission of the District of Columbia, the Public Utilities

12 Commission of Ohio, the Rhode Island Public Utilities Commission, the

13 Vermont Public Service Board, and the FERC. Currently, I advise a variety

14

15

16

17

of regulatory commissions, consumer advocates, municipal utilities, and

industrial customers concerning rate matters, including wholesale electricity

rates and electric transmission rates. A summary of my professional

qualifications and experience, including a listing of cases in which I have

18 proffered testimony, is attached as Exhibit_FWR-1 .

19

20 Q. ON WHOSE BEHALF ARE you TESTIFYING IN THIS PROCEEDING?

21 I am testifying on behalf of the Residential Utility Consumer Office

22 ("RUCO").

23

A.

3
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1 WERE YOUR TESTIMONY AND EXHIBITS PREPARED BY you OR

2 UNDER YOUR DIRECT SUPERVISION AND CONTROL?

3 Yes, they were.

4

5 SCOPE OF TESTIMONY

6
7
8

WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS PROCEEDING?

9

10

I have been asked to review the engineering justification and ratemaking

need for certain revenue requirement aspects of the Tucson Electric Power

Company's ("TEP" or "the Company") rate request.

11

12 HAVE you PREPARED AND EXHIBITS IN SUPPORT OF YOUR

13 RECOMMENDATIONS?

14 Yes, I have prepared the following:

15

16 Exhibit-FWR-1 - Resume of Frank W. Radigan

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Exhibit-FWR-2 - Response to RUCO 8.06
Exhibit-FWR-3 - Response to RUCO 8.05
Exhibit-FWR-4 - Confidential Response to Staff 3.3
Exhibit-FwR-5 - Excerpt from TEP 2015 FERC Form 1
Exhibit-FWR-6 - Response to AECC 12.4
Exhibit-FwR-7 _ Excerpt from TEP 2014 IP
Exhibit-FWR~8 - Confidential Planning Memorandum for Canoa Ranch
Exhibit-FWR-9 - Confidential Planning Memorandum for Lateral
Exhibit-FWR-10 - Responses to RUCO 7.3 and 7.4
Exhibit-FWR-11 - Responses to RUCO 7.11
Exhibit-FwR-12 - Response to RUCO 8.04
Exhibit-FwR-13 - Response to RUCO 7.20
Exhibit-FWR-14 - Response to RUCO 7.13 in 2012 Rate Case
Exhibit-FWR-15 - Confidential Extract from Response to RUCO 7.13
from 2012 TEP Rate Case
Exhibit-FWR-16 - Confidential Presentation on Tax Credits

an

A.

Q.

A.

Q.

A.

Q.

4
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1
2
3
4

Exhibit-FwR-17
Exhibit-FwR-18
Exhibit-FwR-19

Response to RUCO 7.2 f rom 2012 TEP Rate Case
New Headquarters Brochure
Excerpts f rom UNS' 10-Ks for 2009 and 2010

5 SUMMARY OF TESTIMONY

6 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

7

8

9

10

The Company's presentat ion is a study in contrasts. On the one hand,

Company President Dav id Hutchens testif ied that the impact of  EE and DG

on the Company's retail electric sales has been signif icant (Hutchens Direct

at 7). He notes that since 2012, cumulative sales reductions attributable to

11

12

13

14

15

energy ef f i c iency and dist r ibuted generat ion reached near ly 1,000,000

Mwh, which equates to about 11% of  TEP's test year sales (Ibid).  On the

other hand, the Company has acquired 413 MW of  Gi la River Unit #3 and

in 2015, the Company's growing renewable energy portfol io (including DG)

is expected to expand to over 500 megawatts ("MW ") as compared to 56

16 In

17

MW in the Company's last rate proceeding (Hutchins Direct at 6-7).

addition, customer installed solar applications continue unabated at

18 approximately 2 MW a month and now total approximately 180 MW (Ibid).

19

20

21

22

23

On the one hand the Company has been told that i ts load forecasts appear

to be optimistic in that is assumes a rapid return to historical load growth

and the ACC Staff  recommended that TEP reexamine their load forecasting

techniques. Yet, Company President Dav id Hutchens states that f rom the

1 DOCKET NO. E-00000V-13-0070 - Staff'statewide review and assessments of the
integrated resource plans, filed on December 19, 2014, page 114.

A.

5
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1

2

3

4

period of  January 1, 2012 to June 30, 2015, TEP invested approximately

$1 .3 billion in order to continue providing its customers with safe and reliable

serv ice (Hutchens Direct at 25). On a net plant basis for retai l  customers

these investments increase rate base from $1 .5 bil l ion in the last cases to

5

6

$2.1 billion in this case (Schedule B) an increase of 40%. The Company

does not seem to understand its building for load that under current market

7 conditions is unlikely to return.

8

9

10

11

12

13

14

15

16

17

Company witness Dallas Dukes testif ies that use per customer, since 2011 ,

TEP has seen a dec l i ne of  approx imatel y  7.5% in j ust  the resident ia l

customer  c lass a lone (Dukes Di rec t  at  14) . Yet ,  Company President

Hutchens testi f ies that TEP expects to supply at least 30 percent of  TEP's

ene r gy  f r om  r enewab l e  r esou r c es  by  2030  - doubl i ng the l ev el  the

Company must achieve by 2025 under Arizona's RES Hutchens Direct at

page 7 and Sheehan Direct footnote 41 at page 32, emphasis added). The

obvious question here is why is the going so far above and beyond investing

in plant if  i t must be spread over a smaller base?

18

19

20

On the one hand, Company President Hutchens states that the recent Gila

River acquisition is part of a strategy to reduce reliance on coal abut this 413

2

3

Docket No. E-01933A-12-029, Settlement Agreement, Attachment A, under Column titled
Settlement, Row titled rate base.
Hutchens Direct at 7.

6
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1

2

MW acquisition did not replace the 156 MW Sundt 4 since that unit simply

switched from using coal to using gas as its primary fuel. Also, he testifies

3 that Gila River was purchased in anticipation of a reduction in coal capacity

4

5

6

as SGS4 yet because of  issues related to the co-owners of  SGS 1 wanting

to continue ownership in the plant, TEP is in the process of  acquiring the

remaining 195 MW  of  SGS 1. Thus, at  a t ime of  decl ining peak demand

7

8

9

10

11

this 413MW acquisition is actually only replacing the scheduled retirement

of 170MW of capacity of San Juan Unit 2. Finally, facts have changed since

Mr. Hutchens put in his testimony at the beginning of the case, TEP will not

reduce its coal capacity down from 1,551 MW at the end of 2011 to 1030

MW at the end of 2015 as he shows in his testimony but rather only down

12

13

to 1,395 MW since the Company has moved to acquire the remaining

portion of Springerville Unit 1 and San Juan 2 is not scheduled to retire until

14 the end of 2017. It should be noted that none of this is without costs as the

15

16

Company seeks ful l  cost recovery for Gi la River,  the stranded assets at

Sundt ,  the st randed assets at  San Juan and f or  f u l l  cost  recov ery  f or

17 acquisition of all of Springerville Unit 1.

18

4 In December 2014 and January 2015, TEP purchased leased interests in SGS Unit 1 totaling
35.4% for an aggregate purchase price of $66 million. These purchases brought TEP's total
ownership interest in the unit to 49.5%. Prior to January 1, 2015, TEP leased 100% of SGS
Unit 1, received 100% of its 387 MW capacity and owned an equity interest in one of the leases
covering a 14% share of the unit.

7
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1

2

3

4

5

6

I have prepared the graphs below to i l lustrate my points. The f i rst  graph

il lustrates the investment made by the Company in its system over the last

ten years whi le the second graph represents the Company's annual sales

on a rol l ing twelve month basis (a rol l ing 12 month calculat ion is used to

determine trends with each point being one year of  data with the next data

point adding one month of  data and subtracting the oldest month f rom the

7 calculation). This information was taken supplied from in responses to

8 RUCO 8.06 (Exhibit FWR-2)

9

10

11

5 TEP Gross Plant in service from TEP FERC Form 1, 2006-2015 inclusive, page 207, TEP retail
sales from responses to RUCO 8.06.

8
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1

2

3

4

5

6

7

8

9

10

As can be seen these two graphs are trending in the opposite directions. I

think we should also be cognizant of  two other graphs that i l lustrate TEP's

system. The f irst is a load duration curve which is developed by taking the

peak demand in each hour of the year and ranking it f rom highest to lowest.

This graph was developed f rom data suppl ied in response to RUCO 8.05

(Exhibi t-FW R-3). This is a curve that is used in generat ion planning and

integrated resource planning ("l iP") and is useful when comparing capacity

resource opt ions to the load being experienced by the Company.  The X

axis is the % of hours in the year. As shown below TEP's load is 1,000 MW

or less for 50% of all hours in the year.

11

12

13

14

15

16

17

The next graph is the load duration curve again but the total amount of coal

capacity under the Company's operational control for the test year is also

shown (Coal capacity data taken f rom response to Noble 3.6). This curve

is useful  to compare the amount of  base load capaci ty the Company has

versus the need of  i ts retail  customers. As shown on the graph below, TEP

9
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1

2

3

has a considerable amount of  excess coal capacity for a large percentage

of  t ime. In fact, TEP coal generation resources exceed i ts retai l  load 83%

of the time in 2015.

4

5

6

7

8

9

10

11

12

13

14

15

16

I  present  these graphs as contex tual  background to the discussion and

adjustments that fol low. The Company is asking f or  a large amount  of

outstanding issues to be addressed in this case and the cost  of  them is

large. Gi la River Unit 3 is being placed in rate base. The Company wants

to recover the increased cost for Springerv il le Unit 1 in the fuel adjustment

clause. The Company seeks f ul l  cost  recov ery of  the st randed assets

related to the Sundt Coal Handling faci l i t ies and the pending retirement of

San Juan Uni t  2.  The Company seeks to shorten the serv ice l i f e of  San

Juan Uni t  1 because of  problems that  may or  may not  occur  almost  a

decade f rom now. I f  these factors were not enough there is the issue of

17 increased rate base to recover the cost of the Company's penchant for new

10
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1 investments whi le at the same t ime load continues a steady ten year old

2 decline.

3

4

5

6

7

8

9

10

I propose a series of adjustments to the Company's presentation. The first

addresses the capacity acquisition issue. When the Company has excess

capacity, it sells it in the wholesale market to recover some of the costs for

supporting that capacity. This is done under FERC approved wholesale

power contracts. The Company's presentation removes some of the sales

unjustly and I propose an adjustment which is more reflective of conditions

that occurred in the test year and appear likely to reoccur in the year

11 following when rates are reset, 2017.

12

13

14

15

16

17

18

My second adjustment is to depreciation. Here I propose two adjustments.

The first is to reject the shortening of the service life for San Juan Unit 1.

The Company has no firm basis to make this adjustment and given the rate

impact, an almost $13 increase in depreciation expense, and the fact that

the Company is asking ratepayers to pay for so many other things in this

case, believe the Company's proposed shortening of the service life isI

19 premature.

20

21

22

23

My third adjustment relates to the recovery of post-test year plant. Based

on past precedent in this State, post-test year plant might be allowed for

recovery in rates when the plant is necessary for the provision of services

11
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1 and reflects appropriate, efficient, effective, and timely decision-making. As

2

3

4

will be discussed in more detail below this Company has a history of being

overly optimistic in its load projections and has been asked to review this by

Commission Staff. Moreover, when the Company is asked about basic

5 information about its residential customers, which constitute 90% of its

6 customer base, it claims to have little knowledge. Yet, with its propensity

7

8

9

for spending, the Company continues to build projects for forecasted load

growth that has yet to materialize. I don't believe that the Company has

shown that its decisions reflect appropriate, efficient, effective, and timely

10 decision-making and as such, propose to remove post-test year plant for

11 ratemaking purposes.

12

13 My fourth adjustment relates to the third, and that is the Company's

14 proposed adjustment for residential tes t  yea r  sa les  f o r  wea the r

15 normalization. As noted above the Company claims it has little knowledge

16 about its customers (making no attempt to track the number of vacant

17

18

19

20

homes or the number of seasonal customers) - this brings into question the

accuracy of attributing any sales variation to weather as opposed to

economic conditions. I propose to only allow half of the proposed weather

normalized sales variation for residential customers to be allowed in rates.

21

22

23

My fifth and final adjustment relates to the UNS headquarters building.

TEP's parent corporation, UNS, conceived and built this building in the

12
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1 downtown location. The downtown location was cri t ical  because UNS was

2

3

4

trying to gain investment tax credits which would have garnered the parent

Company considerably  f i nancial  benef i t .  W hen,  through the course of

events, the tax credi ts became unavai lable af ter construct ion of  the new

5

6

7

8

9

10

11

12

13

14

15

16

bui lding was complete and the employees were about  to mov e into the

building, ownership was transferred f rom the non-regulated entity, UNS, to

the regulated entity, TEP, which happened to be f iling for a rate case shortly

thereafter. Effectively, the parent is attempting to shif t the cost burden and

risk associated with it f rom its shareholders to TEPs ratepayers. When UNS

was allowed to form a holding Company back in 1997 there was a prov ision

in the Commission's decision approving the holding company Asa safeguard

to ensure that the formation of the Holding Company structure would not result

in adverse consequences to TEP. That provision was that the parent company

would charge the lower of embedded costs or the prevailing market rent for any

exchange of goods between the parent company and the aff i l iate. Since the

market rent in Tucson is considerably less than the embedded cost of  the

17

18

19

20

building, for ratemaking purposes, I propose to reflectthis provision of the holding

company order into the rate setting process. This would be effectuated by

removing the building from TEP's rate base, removing the associated expenses

and imputing a market based rent.

21

22

23

13
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1 JURISDICTIONAL ALLOCATION

2 Q. CO UL D yo u  P L E AS E  D I S CUS S  T HE  I S S UE  O F  JURI S DI CT I O NAL

3 ALLOCATIONS?

4

5

6

7

8

9

Yes, some aspects of the Company's operations must be removed from the

ratemaking process as they are not under the Commission's jurisdict ional

control  f or  rate set t ing. The c l earest  ex am ple of  t h i s i s the i ssue of

t ransm ission where the Company 's t ransm ission assets are not  under

Commission control  but rather have been transferred and TEP purchases

Thus,  a l lt r ansm i ss i on  under  an  open access t ransm i ss i on  t a r i f f .

10

11

t ransm i ssi on  asse t s and ex penses are  rem ov ed f rom  TEP 's i ncom e

statement and rate base for ratemaking purposes. A simi lar issue comes

12 up with generation which is sometimes sold in the wholesale market. For

13

14

15

16

17

18

sales that are short term in nature, less than a year, the revenues and fuel

costs are credited to the fuel adjustment mechanism. Long term wholesale

sales, contracts over a year in length, are sold at rates approved by the

Federal Energy Regulatory Commission. In the Company's presentation i t

adjusts the income statement and rate base calculations so that the plant

associated with these transactions are not recovered within jurisdict ional

19 ba se  ra te s  (Duke s  dire ct a t 51 ).

20

21

22

A.

14
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1 Q. HAVE you REVIEWED THE COMPANY'S CALCULATION RELATING

2 TO THIS ADJUSTMENT?

3

4

5

6

7

8

Yes and I  bel iev e i t  needs some ref inement . Staf f  asked a discov ery

question seeking the work papers and supporting documents used to derive

the jurisdictional al locations used for each pro-forma adjustment. This was

suppl ied in a conf ident ial  spreadsheet ,  STF3.3Jurisdict ionalAl locat ion-

Conf idential .x lsx. The tab used to al locate the demand related aspects of

this issue is attached as Exhibit FWR-4 and shows both retail and wholesale

9 demands for 2015. For wholesale demands, the information is also broken

10

11

12

13

14

out by contract. To develop their pro-forma adjustment the Company

removed 200 MW out of the 296 MW of FERC jurisdictional contracts in

order to develop its jurisdictional allocator (See column (h)). No explanation

in the discovery response, the spreadsheet provided or the direct testimony

of the Company addresses this removal.

15

16 Q. DO you BELIEVE THE REMOVAL OF THESE TWO CONTRCTS IS

17 REASONABLE?

18 No. One contract for 100 MW is titled Shell. On TEP's FERC Form 1 this

19

20

21

contract is listed as being with Shell Energy North America (US) LLP (see

Exhibit FWR-5). in response to a discovery question in this case TEP states

that this contract was put into place after the acquisition of Gila River Unit 3

22 and the contract expires on December 31, 2017 (See Exhibit FWR-6). As

23 new r a t es  a r e  sc hedu l ed  t o  go  i n t o  e f f ec t  on  J anua r y  1 ,  2017  i t  i s

15

l

A.

A.
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1 unreasonable to take this contract out. The second contract that was

2

3

4

5

6

7

8

9

10

11

12

13

removed before calculating the jurisdictional allocator was titled SRP which

on TEP's FERC Form 1 this contract is listed as being with the Salt River

Project Agricultural Improvement and Power District. A review of TEP's

2014 liP shows that the SRP project was part of its long term wholesale

power supply obligations but that the contract terminated sometime in 2016

(See Exhibit FWR-7 ). While this would indicate this could be the basis for

a proper pro-forma adjustment, a review of TEP's 2016 IP shows that the

Company has entered into a new wholesale power supply contract with the

Navopache Electric Cooperative for 44 MW of capacity beginning in 2017.

I would also note that the existing contract with the TRICO electric

cooperative, which was entered into place after the acquisition of Gila River

Unit 3, is scheduled to increase from 50 MW to 85 MW in 2018.

14

15 Q. GIVEN THIS INFORMATION WHAT DO you RECOMMEND FOR RATE

16 SETTING PURPOSES?

17

18

Given that the Company has provided no explanation as to why it removed

these two contracts, the fact that one of them will continue for at least a year

19 after when new rates are set, that at least one new wholesale contract has

20

21

22

23

been entered into after the end of the test year, that the Company has a

history of marketing capacity acquisitions in the wholesale market when

they are needed for retail customers, and the fact that retail load has

exhibited decline and therefore makes more capacity available for the

16

A.
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1

2

wholesale market, I believe that the Company has not shown its adjustment

to be reasonable and should therefore be rejected.

3

4

5

6

7

8

I should also note that TEP is request ing that the operat ional  costs of  a

port ion of  Spr ingerv i l le uni t  1 be recov ered through the PPFAC (Grant

Direct at 24). It is important for retail customers that the proper jurisdictional

al location of  costs should also apply to the Company's requested recovery

of  any costs associated with generation through the PPFAC.

9

10 DEPRECIATION

11 Q. PLEASE DISCUSS YOUR ADJUSTMENTS T O DEPRECIATION

12 EXPENSE?

13

14

15

16

As I noted in the introduction to my testimony, I propose two adjustments.

The first relates to the service life of San Juan Unit 1 which the Company is

proposing a change to the retirement date from 2036 to 2027 based on the

feasibility of future coal supply agreement extensions (Sheehan Direct at

17 26:1-22). As Mr.  Sheehan explains the current  coal  supply contract  is

18

19

20

21

scheduled to  end by  2022 and any ex tension to  the cont rac t  m ust  be

renegot iated by 2019 (Ibid).  W i thout giv en many speci f ics Mr.  Sheehan

states there are numerous factors impacting the future of  the coal supply

and he recommends that the Commission only expect a f ive year contract

22 extension of  the existing agreement.

23

17

A.
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1 Q. PLEASE COMMENT.

2

3

4

Mr. Sheehan prov ides l i tt le in the way of  facts to his proposal. As he notes

numerous factors could act to shorten the life of the existing mine and there

are numerous other factors that could act to lengthen the l i fe.  One most

5

6

7

8

9

10

11

notable is that San Juan Unit 2 was scheduled to cease operations in 2033

(Sheehan Direct at 23) and is now being retired at the end of 2017. All else

being equal then some coal mine capacity that was expected to be used for

supplying San Juan Unit  2 could now be used to supply San Juan Unit  1.

Thus, by using existing resources the mine could supply San Juan 1 for a

number of  years beyond 2027. Given the facts that nothing is known for

certain, l recommend that the current serv ice be maintained.

12

13 Q. CO UL D yo u  PL EASE DI SCUSS YO UR SECO ND ADJUST MENT  T O

14 DEPRECIATION?

15 Yes. The Company is in the process of acquiring all interest in Springewille

16 Unit 1 which wil l  change it f rom a minor lease owner to actual owner of  the

17

18

19

20

21

22

unit. As the Company already owns Unit 2, this 793 MW of capacity is a

large portion of the Company's generation portfolio. In addition, as these

are newer units, they do not suffer some of the same environmental issues

impacting the other coal stations in the Company's fleet. Finally, since the

Company is acquiring more of this station it appears that this will be the

Company's flagship coal generating station on a going forward basis. The

23 serv ice l iv es of  this stat ion,  howev er,  do not  ref lect  this out look. The

A.

A.

18
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1 expected ret i rement date Uni t  1 is 2045 and the serv ice l i fe for Uni t  2 is

2

3

4

5

6

expected to be 2050. The leasehold improvements at Unit 2 are set to last

only unti l  2024. Given that this is TEP's best unit and it wil l  soon own all

of  Units 1 and 2, depreciation rates should ref lect the Company's long term

outlook for the plant and I propose an expected retirement date for Units 1,

Unit 2 and all common equipment at 2050.

7

8 Q. COULD y o u PLEASE ADDRESS THE ISSUE OF EXCESS

9 DEPRECIATION RESERVE?

10

11

12

13

14

15

16

17

18

Yes, there was a prov ision f rom the Sett lement in the last TEP rate case

that any excess depreciation reserve in production plant be used to write off

st randed assets due to ear ly ret i rements and any remaining excess be

returned to ratepayers over 15 years. In this case the Company used the

ex cess reserv e to  wr i t e  o f  t he Sundt  coa l  handl i ng f ac i l i t i es and the

remaining assets of  San Juan 2. The Company did this calculation based

on 2014 plant  balances. Howev er,  since rates are going to be reset  on

January 1, 2017, the Company's calculations does not recognize that both

assets cont inue to accrue depreciat ion expense which is credi ted to the

19 depreciat ion reserve.

20 presentat ion remov es too

Al l  e l se being equal  theref ore,  the Com pany 's

m uch ex cess depreca t i on  reserv e  t han  i s

21

22

necessary to wri te of f  these assets. I  calculate the amount in question to

be approximately $20 mill ion. while the coal handling facil ities at Sundt are

A.

e Docket No. E-01933A-12-029, Settlement Agreement, Section 20.3.

19
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1

2

3

4

5

6

7

8

no longer used a calculation could be done but for San Juan 2, because the

plat will be operating for a full three years after the Company performed its

calculation there will still be additions and retirement at the plant, the correct

calculation will not be able to be done until after 2017. Said another way, it

is only after the San Juan 2 Unit is fully retired will the true effect that the

write off will have on the excess depreciation reserve. As such, if any

excess depreciation reserve is available after all depreciation rates are set

in this case, l would recommend that it be revisited in the next rate

9

10

proceeding and not passed back to ratepayers over the 15 years as

contemplated in the Settlement from the last rate case.

11

12 POST TEST YEAR PLANT ADDITIONS

13 Q. COULD you PLEASE COMMENT ON THE COMPANY'S REQUEST

14 FOR POST TEST YEAR PLANT ADDITIONS?

15 Yes. TEP has adjusted its rate base to include approximately $51 .8 million

16 of plant additions that have been, or are expected to be, placed in service

17 between July 1, 2015 and December 31, 2015 (Dukes Direct at 43). The

18

19

20

21

22

Company has also adjusted its rate base to include approximately $20.8

million of plant additions for renewables that have been, or are expected to

be, placed in service between July t, 2015 and December 31, 2016 (Dukes

Direct at 44). This adjustment extends out an additional 12 months beyond

the non-renewable post-test-year cut-off (Ibid). This allows for the reflection

23 of these renewable asset investments approved through the REST

A.

20
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1

2

application process to be recovered through base rates as opposed to being

recovered through the REST tracker (Ibid).

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Mr. Dukes argues that these projects will be benefiting customers by the

time new rates are effective (Dukes Direct at 43 and again at 44). Mr.

Dukes goes on to state that by allowing rate recovery in this rate case will

more closely align cost recovery to the Company with the benefits that are

currently being provided to existing customers (Dukes Direct at 43). Mr.

Dukes also states that rate recovery in this rate case also lowers the cost

to customers by limiting the amount of Allowance For Funds Used During

Construction ("AFUDC") charged to the assets, thereby reducing the future

depreciation and carrying costs associated with this plant (Ibid). Mr. Dukes

states that the Company's request is consistent with the Commission's past

orders with respect to post test year plant additions as well as the rate

treatment allowed it in the last rate case (Dukes Direct at 43 and at 44).

Finally, Mr. Dukes concludes that the timely recovery of costs incurred to

maintain a safe, reliable electric system is necessary to mitigate larger rate

impacts that result from the use of historic test years combined with little to

no increase in sales (Dukes Direct at 43).

20

21 Q. COULD you PLEASE COMMENT ON THE COMPANY'S REQUEST?

22 Yes. I  would l ike to start  wi th Mr.  Duke's f inal  argument.  I  think what he

23 means is that  i t  is cheaper to giv e them the money now whi le sales are

A.

21
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1 relatively high because if they have to wait until the next rate case sales will

2

3

4

be lower so the resultant percentage increase in rates necessary to reflect

them in rate base will be higher. Of course that is really the issue here

because one of the caveats that the Commission has used in allowing post

5 test year plant additions is that the utility must show the plant is necessary

6 for the provision of services and reflects appropriate, efficient, effective, and

7 timely decision-making.

8

9 When the utility's sales and peak demand are declining due to the effect of

10

11

12

energy efficiency, the growth of distributed generation and persistent weak

economic conditions, one must question why the utility continues to plan for

and add additional plant. Again, we should keep in mind the trend line for

13 the Company's retail sales.

14

15

16

17 In this current retail sales environment, if increased safety and reliability is

18 the goal as Mr. Dukes states then one may not need to put in new

22
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1 equipment. Rather just wait as the existing equipment becomes unloaded

2 due to the declining sales which thereby cause increased reliability. As I

3 mentioned in my introduction this Company was asked by the Staff of the

4 Commission to reexamine its load forecasting process because it appeared

5 to be somewhat optimistic. This advice hasn't taken root as the Company's

6 core level of investment in transmission and distribution is on par with

7

8

9

10

historic levels (See Exhibit to Grant Direct, KCG-1) and the Company's

2016 IP load forecasting section heavily relied on the anticipated addition

of the Rosemont copper mine, whose owners announced indefinite delay in

the project the day the IP was filed.

11

12

13

The consequences of building too much plant is telling. In TEP's last rate

case, when asked to review their capital spending, I raised questions about

14 the wisdom of their building program. One of these projects I addressed

15 was the new Canoa Ranch Substation. The Canoa Ranch 138kV

16 substation was a recently completed in the southwest portion of the

17

18

19

Company's service territory. The substation is essentially on the edge of

the developed area of the service territory, if any growth is to occur, it will

be from future subdivisions locating in the vicinity. The substation was

20

21

initially justified by the Company in 2006 to relieve load on other nearby

substations, which were being overloaded due to growth in the area (See

7 http://vwvw.tucsonweekly.com/TheRange/archives/2016/03/01/rosemont-mine-put-on-hold-
by-hudbay-minerals

23
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1

2

3

4

5

6

7

8

9

10

Planning memorandum attached as Exhibit FWR-8. In the planning

memorandum citing the need for the new substation it was also noted that

its location was close to one of the areas experiencing major load growth

(Ibid). Canoa Ranch came into service in 2011 at a cost of $9.8 million and

has one 50 MVA transformer, but was designed so that it could

accommodate a second 50 MVA transformer in the future (Ibid). At the time,

the substation was justified: the substation capacity in the area was 73.5

MVA and the load in the area was 72.2 MVA (Ibid). Thus, the existing

capacity was being almost fully utilized. Through discovery in this case I

was able to obtain the actual demands on the Canoa Ranch substation and

11

12

the substations i t was buil t to rel ieve. The graphs below show the demand

on the old substations as wel l  as the new. As can be seen, whi le the new

13 substation did relieve load on the existing substations, about 20 MW, that's

14 al l  i t  did. No new load growth has occurred on either the new or old

15 substation since. To me this vindicates Commission Staffs

16 recommendation that the ut i l i ty examine i ts forecasting operations at the

17 core level.

18

19

20

21

22

24
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1 Canoa Ranch Area Substation Demand - Old Substation Load vs. New
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6 A second example is project D06FM04 "Lateral 7 % Substation

7 Improvements". This project involved the retirement of two overloaded

8 smal ler  substat i on t ransf ormers wi th one new t ransf ormer . The  old

9 transformers had a total rated capacity of 9.4 MVA and the new transformer

10 has a capacity of 25 MVA. In the project justification memorandum, a 25

11 MVA transformer was recommended because the area was projected to get

12 two large subdivisions. The project's final costas $1 .7 million. The project

13 justification memorandum is attached as Exhibit_FWR-9. The graph

14 below depicts the monthly peak demand at the substation together with the

25
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1 capacity rating of the old and new transformers. Like Canoa Ranch, the

2 expected load for this substation never materialized.

3 Lateral Substation - Load vs. Transformer Capacity
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5

6 Based on my review of upcoming projects in the transmission and

7 distribution system, I am fearful that this build out of the system in hopeful

8 anticipation for historic load growth is continuing. One case in point is the

9 planned Kino Substation. The Kino area in southern Tucson is serviced by

10 five substations, 21st St, 35th St, Pueblo Gardens, Drexel, and Fair St.

11 Recent and TEP forecasts that load growth and a large planned community

12 called "The Bridges" has created an increase in load for this area that will

13 continue as The Bridges gets built out. The Bridges is a 350-acre master-

14 planned mixed-use development consisting of 1,000,000 square feet of

15 commercial/retail/office land uses a 350 room hotel, up to 1,084 residential

16 units consisting of single family attached homes and a research park

17 associated with the University of Arizona. The plan for the Bridges was

M MW

26
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1

2

3

originally proposed in 20078. The pictures below show and aerial v iew and

a street v iew of  the Bridges as it exists today. As one can easily, see there

has been little meaningful development at the Bridges in the last 10 years

4

5

6

7 Q. PLEASE DISCUSS WHEN IT IS APPROPRIATE TO INCLUDE POST

8 TEST YEAR PLANT IN RATES.

9

10

I believe the best description of the Commission's guiding principles is that

used in Decision No. 71410. There the Commission explained that its rules

A.

8 https:// iucsonazgov/HIes/pdsd/plans/Bridges_PAD_Complete.pdf
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1

2

require the end of the test year, which is the one-year historical period used

in determining ratebase, operating income and rate of return, to be the most

3 recent practical date available prior to the filing (Ibid at page 19). The

4

5

6

7

8

9

10

Commission noted that a uti l i ty has the f reedom to choose a test year that

includes all major rate base and operating income items needed to support

its rate application, and to include pro forma adjustments to its chosen test

year (Ibid at page 20).  The Commission further noted that matching is a

fundamental  principle of  accounting and ratemaking, and the absence of

matching distorts the meaning of , and reduces the usefulness of , operating

income and rate of  return for measuring the fairness and reasonableness

11 of rates (Ibid).

12

13

14

15

16

17

In that case, the Commission adopted several Staff adjustments in the case

to remove proposed post-test year plant additions from the rate setting

process. In its direct testimony in the case, Staff explained that the matching

principle is the reason that the Commission has allowed inclusion of post-

test year plant in rate base only in special and unusual situations, which

could be summarized as follow:18

1) when the magnitude of  the investment relative to the uti l i ty's

total investment is such that not including the post-test year

plant  i n  the cost  of  serv i ce would j eopardi ze the ut i l i t y 's

f inancial health,

where the cost of the post-test year plant is signif icant and

19

20

21

22

23

24

2)
substantial,

28
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3)1

2

3

4

5

6

7

4)

where the net impact on revenue and expenses for the post

test year plant is known and insignificant (or is revenue-

neutral), and

where the post-test year plant is prudent and necessary for

the provision of services and reflects appropriate, efficient,

effective, and timely decision-making (Ibid).

8

9

10

11

12

13

I believe it is this last test where TEP fails in its presentation. At a time when

sales and peak are declining, a request for post test year plant recovery in

rates requires a detailed presentation that the large and continuous build

out of infrastructure reflects appropriate, efficient, effective, and timely

decision-making. Absent such a showing on the Company's part, I

recommend that no post test year plant additions be reflected in rates.

14

15 WEATHER NORMALIZATION

16 Q. PLEASE DISCUSS THE ISSUE OF WEATHER NORMALIZATION.

17

18

19

20

21

22

23

24

25

A. As explained by Company witness Craig Jones, weather normalization is a

standard adjustment commonly performed in rate cases (Jones Direct at

66). It is performed to provide a best estimate of test year sales, revenues,

and costs as they would have been under normal weather conditions (Ibid).

Energy consumption for some of TEP's customer classes are weather

sensitive (Ibid). For instance, a significant portion of energy usage in the

summer comes from air conditioning load (Ibid). Some summers, however,

are warmer than normal and result in the Company selling more power and

receiving more revenues than in a "normal" year (Ibid). The reverse of this

29
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1

2

3

4

5

6

occurs when cooler than normal summer weather is experienced (Ibid). The

purpose of weather normalization is to "average" out these differences, so

one can get a better sense as to what the Company is likely to receive in

revenues during a year with normal weather (Ibid). Mr. Jones then goes on

to describe the Company's new method for isolating the effects of weather

and he believes that the Company's new method is superior in its accuracy.

7 (Jones Direct at 68-70).

8

9 Q. HAV E  you  RE V IE WE D T HE  COMP ANY'S  NE W ME T HOD AND

10 UNDERLYING ASSUMPTIONS?

11

12

13

14

15

Yes to the extent I could. The Company uses ten year average of weather

in its model whereas some other utilities use 20 or 30 year averages in order

to adequately smooth out year to year variations in weather. The Company

refused to run their model on any other term other than ten years (see

responses to RUCO 7.3 and 7.4 attached as Exhibit___FWR-10) so it is

16 impossible to test the robustness or true accuracy of the model. More

17

18

19

20

21

22

23

troubling is the fact that the Company does not track the number of vacant

homes in its service territory or the number of seasonal customers (See

response to RUCO 7.11 attached as Exhibit__FWR-11). Both of these are

vital in determining normal energy use. Moreover, while the Company

states that use per customer has been steadily declining, (See Dukes direct

at 14), when asked to break out the causes for this decline the Company

was able to accurately break out the ef fects of  weather and energy

A.
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1

2

3

4

5

efficiency but for any other variation not predicted by its model it labeled the

variation "Other Change" (See response to RUCO 8.04 attached as

Exhibit_FWR-12). This category "Other Change" could be because of

modeling error, estimation error in the case of the impact of  energy

efficiency or economic conditions such as an increase/decrease in the

number of homes that are vacant or an increase/decrease in the amount of6

7

8

9

10

11

12

13

14

15

seasonal customers. The fact that this category moves up or down

seemingly in a random pattern but at a magnitude that can be as large as

the weather variation indicate that the Company might be well served to

revisit its usage modeling and include such basic parameters as short term

economic conditions (i.e. variations in the number of seasonal customers or

changes in the number of vacant homes). As it is, I cannot verify that the

Company's adjustment for weather accurately measures the change due to

weather or for some "Other Change". As such, I recommend that only % of

the Company's proposed adjustment for weather for residential customers

be allowed to be reflected in rates and these results in a decrease in the16

17 revenue requirement of $835,322.

18

19 NEW HEADQUARTERS BUILDING

20 Q. PLEASE DISCUSS T HE COMPANY'S  INVEST MENT  IN A NEW

21 HEADQUARTERS BUILDING.

22 In the current rate case, TEP continues to reflect the cost of the UNS

23 headquarters building in its rate base. At June 30, 2015, the total

A.

3 1
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1

2

3

capitalized portion of the building was $82,583,748 of which $5,820,447

was computer and office equipment. See response to RUCO 7.20 attached

as Exhibit-FwR-13).

4

5 Q. WAS THE COST AND USE OF THE New HEADQUARTERS BUILDING

6 AN ISSUE IN THE COMPANY'S LAST CASE?

7 A. Yes. Staff Witness Ralph Smith testified that the cost of the new building

8

g

10

was a 77% increase in TEP's corporate facility cost per employee (Docket

No. E-01933A-12-0291, Smith Direct at 24:20-23). Mr. Smith then

(Ibidelaborated on Staff's concerns at 25).

11

12

Beyond the sheer magnitude of the per employee facilities east increase. Staffs other

coners abou: the cost of the new building is that the new building includes substantial

amounts of ofliee space that are not currently being used. that the new building include

approximately $2.1 million cost for retail space that is not currently being used. :hat the

balding includes a cost of approximately S16 million for underground garagdparkiiig."

and that 'REP has non adequately substantiated that its proposed charging of new building

costs Io ratepayers is fair and reasonable.

To address these concerns Staff proposed removing approximately 10% of

13 the building's cost from rate base.

14

15 Q. PLEASE PROVIDE SOME BACKGROUND ON WHY A NEW

16 HEADQUARTERS BUILDING WAS PLANNED?

17 A.

18

The Company began considering consolidating office space in mid-2007

(Exhibit_FWR-14). At the August 2008 Meeting of the UNS Energy

32
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1

2

3

4

5

Corporation ("UNS"), formally known as UniSource Energy Corporation, the

UNS Board of Directors was given a presentation regarding the status of

exist ing corporate facil i t ies and the options for housing corporate

employees in the future (Exhibit_FWR-15). Some of the main reasons

cited for the consolidation were to bring all corporate functions under one

6

7

8

9

10

roof  and to mov e corporate- f unct ion employees downtown to an urban

env ironment (Ibid). UNS saw the new headquarters as a means to show it

was a leader in downtown redevelopment and to improve their corporate

image by bringing 200 jobs to the downtown area in a brand new bui lding

with 100,000 square feet of  rentable space (Ibid).

11

12 Q. DID UNS EXAMINE MANY OPTIONS IN DECIDING WHERE TO LOCATE

13 ITS NEW HEADQUARTERS BUILDING?

14

15

16

Yes, UNS examined 23 di f ferent locations with varying land and bui lding

sizes and di f ferent cost assumptions, such as on-si te parking. No fewer

than eight potent ial  si tes were rejected because the si te did not make a

17 good locat ion f or  a Corporate Of f i ce complex . F i v e other  si tes were

18

19

20

unfav orably rated as they were located outside of  the downtown area.

Based on a rev iew of all material prov ided, it is clear that UNS was focused

on a downtown site for i ts new corporate headquarters.

21

22

33
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1 Q. ARE you AWARE OF ANY OTHER FACTORS THAT IMPACTED THE

2 CONSTRUCTION OF THE NEW HEADQUARTERS BUILDING?

3

4

Yes, one of the major factors influencing the ownership and location of the

new headquarters building was the potential availability of New Market Tax

5 Credits. New Market Tax Credits are a Federal program to incept

6 investment in low-income communities. The New Market Tax Credit

7

8

9

10

11

12

13

Program was established in 2000. The credit program is incorporated in

Section 45D of Internal Revenue Code. The program allows for the receipt

of credit against Federal income taxes for making Qualified Equity

Investments (QEI) in qualified community development entities (CDE's).

The program was established with the expectation of creating jobs and

making material improvement in the lives of residents of low-income

communities or populations.

14

15

16

17

18

19

A qualified equity investment is defined as an investment into a Community

Development Entity (CDE). The CDE enters into an allocation agreement

with the Community Development Financial Institutions Fund (CDFI) who

provides allocations of New Market tax credits to CDl's allowing them to

attract investments from the private sector to be reinvested in low income

20 communities

21

22

23

The program provides for credits equal to 39% of the investment into the

CDI. The credit is provided over a seven years and is equal to 5% of the

A.
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1 qualif ied investment in Years One-Three and 6% of the qualif ied investment

2 in Years Four-Seven. By use of leveraged f inance, UNS expected to invest

3 $8.6 million of its own equity and receive credits to income taxes of $12.3

4 million (FWR-16 Excerpt from Attachment to RUCO 7.13, October 2010

5 Presentation). I n  o ther  words,  the new m arket  tax  c redi t  would hav e

6 resulted in a 43% return on the UNS investment in the new headquarters.

7

8 Q. WHEN DID THE COMPANY REALIZE THAT IT  WOULD NOT BE

9 GETTING THE NEW MARKET TAX CREDIT?

10

11

12

13

14

In his May 2011 presentation to the Board of  Directors Mr. Scott Rathbun

addressed UNS's decision to abandon part icipation in the NMTC program

(Exhib i t_16 Excerpt  f rom  At tachment  to Response to 7.13,  May 2011

Presentation). According to Mr. Rathbun, the large banks that would invest

in NMTC programs l ike that of  the new headquarters would not al low UNS

15 to co-invest with them in the project. Mr. Rathbun also ci ted the l imi ted

16

17

availability of NMTCs for a project as large as the new headquarters. Finally

Mr. Rathbun also included an explanation that read as follows:

18
as. . . to obtain this level  of  NMTCs we would need to rent our

19

20

21

22

23

r e t a i l  sp a c e . . . t o  a  t y p e  o f  t e n a n t  t h a t  wa s  v i e we d  a s

support ing the local  residential  community. To attract that

type of  tenant  would signi f i cant l y  subsid i ze the rent  and

leasehold improvements, the level of  subsidy would partial ly,

if  not completely, offset the tax benefits to the Company."

A.
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1

2

3

It was therefore concluded that, due to the above circumstances, UNS's net

tax benefit for receiving NMTCs would fall something short of $5 million

instead of the $12.3 million estimated by the Company a year prior.

4

5 Q. WHEN DID UNS TRANSFER OWNERSHIP OF THE NEW

6 HEADQUARTERS BUILDING TO TEP?

7

8

November 1, 2011, after construction of the new building was complete and

the employees were about to move in (Exhibit___FWR-17).

9

10 Q. WHAT CONCLUSIONS DO you DRAW FROM THE COMPANY'S

11 DECISION MAKING PROCESS?

12

13

14

15

16

The facts are clear the new headquarters building was conceived as a

corporate headquarters for UNS and not for TEP. The original plan and

design of the building was just to bring employees with corporate duties

together under one roof. That the new building is the headquarters of the

UNS Corporation is still the building's main function. Brochures in the lobby

17

18

19

of the new building describe the building as "UniSource Energy's solar-

powered energy-efficient Tucson headquarters" and declare the corporate

headquarters "a and design"

20

showcase of green construction

(Exhibit_FWR-18 UNS Headquarters Brochure).

A.

A.
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1

2 While UNS may want a downtown address to improve its image and show

3 community leadership that is certainly not a key necessity of a regulated

4 Company such as TEP. Only long after the initial project review did the

5 Company even consider bringing in more employees from the Irvington

6 Road campus. It should be noted that the Iwington Road campus is not

7 empty, the Company has no plans to sell it, and there are still hundreds and

8 hundreds of employees at the Irvington Road facility which the Company

9 describes as an "industrial site". The evidence is clear that the new

10 headquarters building was conceived and designed for UNS first and TEP

1 1 as an afterthought.

12

13 It is also evident that UNS vigorously pursued the project in the hope of

14 receiving a large return on its investment through the use of new market tax
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1 credits. UNS bought the land and paid for the construction of the new facility

2 (Exhibit_FwR-19 Excerpts from UNS 10-Ks for 2009 and 2010) in the

3 hope of getting these tax credits. It was only after UNS became aware that

4 it would not get the tax credits was ownership transferred to TEP.

5

6 Q. WHAT  ARE  T HE RATEMAKING IMPLICATIONS OF THE NEW

7 HEADQUARTERS BUILDING BEING PRINCIPALLY BUILT FOR

8 CORPORATE PURPOSES?

g

10

11

12

13

14

15

16

17

18

19

20

First - if the building is owned by the parent company and rented to the

regulated utility-TEP, ratepayers would be responsible for the rent

expense which for ratemaking purposes is treated as an operating

expense. Whereas, by transferring ownership to the utility, the capital

costs associated with the building become a part of TEPs ratebase and

the Company's shareholders will earn a return on and a return of those

capital costs. Moreover, the losses associated with the Company's inability

to rent space become the burden of the ratepayer and not Unisource's

shareholder who the building was designed for in the first place. The way

the Company is proposing the ratemaking treatment is far more costly to

TEP's ratepayers than the rental proposition for a building that was

arguably designed and acquired for UniSource's needs - not TEPs.

A.
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1

2

3

4

5

6

Second - Docket No. U-1933-97-1769 was the proceeding whereby Tucson

Electric Power Company was allowed to form a Holding Company. In that

proceeding, the Company proposed 17 conditions as safeguards to ensure

that the formation of the Holding Company structure would not result in adverse

consequences to TEP. In approving the petition, the Arizona Corporation

Commission imposed several more safeguard conditions and approved those

7 proposed by the Company. One of the original safeguard conditions was as

8 follows:

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

The Holding Company, TEP and sister companies will strive to
charge the lower of fully allocated cost or market price whenever
goods, products or service are sold/provided by the Holding
Company or sister companies to TEP and the higher of fully
allocated cost or market whenever TEP sells/provides non-tariffed
goods, products or services to the Holding Company or sister
companies. The Holding Company, TEP and sister companies
recognize that determining a market price for all goods, products and
services being transferred in and among the Holding Company, TEP
and sister companies could be a complex or dWcult task for some
items. Nonetheless, the Holding Company, TEP and sister
companies agree to attempt to determine a market price for any
good, product or service being provided by TEP to the Holding
Company or sister companies as well as for any good, product or
service provided by Holding Company or sister companies to TEP
whenever the annual, fully allocated cost for given good, product or
service being transferred exceeds $500,000 annually. Furthermore,
TEP will retain such market research information (regardless of
whether it is ever utilized) until such time as the Utilities Division Staff
or its representative have reviewed such information.

The implications of  these safeguard conditions are clear: had UNS

31 continued to own the new headquarters building it would not be allowed to

9 Docket No. U-1993-97-176, In the matter of the Notice of Intent of Tucson Electric Power
Company to Organize a Public Company Holding Company and for Related Approvals or
Waivers Pursuant to R14-2-1801, ET SEQ., Decision No. 60480 issued November 25, 1997.
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1

2

3

4

5

charge any more than market rates for rent. I f  TEP owned the bui lding,

howev er,  i t  would be al lowed to charge the higher of  embedded cost  or

market rates. In other words, i f  the cost of  the new bui lding exceeded the

market rate, TEP should own the bui lding, i f  the cost of  the new bui lding

was less than the market rate, the holding Company became indif ferent to

6 who owns the bui lding.

7

8 Q. WHAT DO you RECOMMEND BE DONE IN THIS PROCEEDING?

9

10

11

12

13

14

15

16

17

18

19

20

Given that the new headquarters bui lding was bui l t  primari ly for purposes

of the Holding Company and for ratemaking purposes, it should be assumed

to be owned by the Holding Company and TEP should pay no more than

the going market rate. As such,  al l  assets related to the land and new

headquarters bui lding should be removed f rom rate base, along with any

operat ion and maintenance expenses or taxes associated wi th the new

headquarters building. Based on the 263,365 square feet of  rentable of f ice

space i n  the new bui l d i ng,  the d i f f erence i n  cost  between UNS'  f u l l y

al located cost to serve and the market rate of  $20 per square foot equates

to a rental rate of  approximately $5.3 mil l ion per year. Remov ing the new

headquarters f rom rate base and its associated expenses f rom the income

state results in a reduction in revenue requirement of  approximately $7.5

21 million.

22

23

40

A.

l II



r~

4

1 Unredacted Direct Testimony of Frank W. Radigan
Tucson Electric Power Company
Docket No. E-01933A-15-0322 et al.

1 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

2
3

Yes it does.A.
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1 INTRODUCTION

2 PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION.

3

4

5

6

My name is Frank W. Radigan. I am a principal in the Hudson River Energy

Group, a consulting firm providing services in electric, gas and water utility

industry matters, and specializing in the fields of rates, planning and utility

economics. My office address is 235 Lark Street, Albany, New York 12210.

7

8 HAVE you PREVIOUSLY SUBMITTED TESTIMONY IN THIS PROCEEDING?

9

10

Yes, on June 3, 2016 I submitted testimony on behalf of the Residential Utility

Consumer Office ("RUCO") with respect to certain revenue requirement issues in

11 this  ca s e . In this testimony I address other aspects of Tucson Electric Power

12

13

t4

Company's presentation ("TEP" or "the Company") with respect to revenue

allocation and rate design. RUCO witness Lon Huber will also be submitting

testimony with respect to rate design issues.

15

16 Q. WERE YOUR TESTIMONY AND EXHIBITS PREPARED BY YOU OR UNDER

17 I YOUR D!RECT SUPERVISIGN AND CONTRGL?

18 Yes, they were. I have two exhibits Exhibit_FWR-20 - Select Discovery Questions

19 and Replies Relating to DG, and Exhibit__FwR-21 RUCO Schedule H which

20 contains schedules H1-H-4 inclusive.

21

22

23

A.

A.

Q.

A.

Q.

1
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1 SCOPE OF TESTIMONY

2 Q. WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS PROCEEDING?

4

5

6

I have been asked to review the revenue allocation of the rate increase amongst

service classes, the proposed consolidation/elimination of many of the lifeline rate

rates and the need for better, clearer and more thorough presentation of cost of

7 service studies in future rate proceedings.

8

9 Q. HAVE y o u PREPARED AND EXHIBITS IN SUPPORT OF YOUR

10 RECOMMENDATIONS?

11 Yes, I have prepared one Exhibit, Exhibit_FWR-20 RUCO-Schedule H, which

12

13

contains 28 pages that summarizes the revenue allocation, rates for all customers

and bill impacts for residential customers.

14

15 SUMMARY OF TESTIMONY

16 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

17 While TEP proposed revenue allocation does follow the general results of the

18 embedded cost of service study, I believe the relative rates of return of the service

19

20

21

22

23

24

classes could be better improved if one more closely followed the results of the

cost of service study and use the following principles 1) the Lighting Class should

be given the largest relative increase followed by the Residential Class with a

slightly larger than average increase, 2) the General Service and Large Power

Service Classes should get less than average increases, and 3) the Large General

Service should get about an average increase.

2

A.

A.

A.
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1

2

For rate design, starting with the Residential Service Class, R-01, i kept the Basic

Service Charge at $10 per month in accordance with the recommendation of Mr.

3 Huber. For energy charges, I eliminated the fourth block, again according with

4 the recommendation of Mr. Huber, and increased the rates for the first three

5

6

7

8

blocks on an equal percentage basis to recover the remainder of the revenue

requirement. For the other Residential Tariff Classes I applied the same

methodology of keeping the basic service charge at current levels and apply the

rate increase to existing rates.

9

10

11

12

13

14

15

16

For Lifeline rates, given the very large rate increase that the Company is

proposing l do not support the Company's proposal to reduce the current 27 rate

offerings down to 5. While I do not object to the Company's proposal for new

customers where they will receive a fixed discount, the proposal for the existing

customers is unacceptable from a customer impact point of view. l propose that

the Company reconsider its proposal and 1) develop a new one where existing

frozen classes remain as is, and 2) for non-frozen classes, redevelop a rate

17 propose! that does not result in undue customer rate impacts.

18

19

20

21

22

23

As to the continued use of serving net metered customers through a rider, I

propose that they become their own service class in the future. The Company

makes compelling arguments as to how this class of customers is different than

others and may be more costly to serve. That said, the Company reports that it

does little to track these customers. Since roof top solar continues to grow as a

3
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1

2

3

4

5

6

resource, this continue will continue to grow and become more pronounced so

setting the proper rates for these customer will become more important going

forward. As such, I recommend that the utility start treating these customers as a

separate class of customers and gather the appropriate cost and load data to track

them for presentation in future cost of service studies. I also recommend that the

Company improve its cost of service presentations generally so that parties can

better understand the source data.7

8

9 REVENUE ALLOCATION

10 Q. COULD YOU PLEASE DISCUSS THE ISSUEOF REVENUE ALLOCATION?

11 A.

12

13

14

Revenue allocation is a two part exercise where the first step is to correct for any

imbalances that exist between service classes in providing the utility an adequate

rate of return and the second is to allocate the rate increase among service

classes. in the first step, the results of the cost of service study are reviewed to

15

16

17

18
ll

19

20

21

22

23

determine how each service classification is doing with respect to providing the

utility with the earned rate of return. If a service class is providing less than the

average, in an ideal world, it should be given a greater than average increase to

bring its earned rate of return up to the average. For example, if the utility is

earning a 10% overall average rate of return and one particular service class is

earning a 7°/» rate of return while another is earning a 13% rate of return, then the

rate designed would give a higher than average increase to the first service class,

in the example, and a lower than average increase to the second service class, in

the example. Generally, a tolerance band, +/-10% or +/-15% is applied to

4

lll\ll l l
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1 determine what an acceptable rate of return is. The tolerance band is used to

2

3

allow for the fact that any cost of service study is a snap shot in time and for

inaccuracies in sample data and allocation methodologies. A review of relative

4 rates of return from cost of service to study to cost of service study is also reviewed

5 and used as a tool in determining how to allocate revenues between rate classes.

6

7 WHAT HAS THE COMPANY PROPOSED IN THIS CASE?

8

9

Company witness Craig Jones sponsors the cost of service and revenue

allocation in this case. As Mr. Jones summarizes TEP's position in his testimony

10
11
12
13
14
15
16
17
18

"TEP is proposing the necessary steps to improve its price signals
and to transition over time to more appropriate rate design. Thus,
our proposal uses: (1) the results of the embedded cost study to
provide important guidance for the class allocation of revenues, and
(2) the embedded cost study and the marginal cost study to
determine the level of specific charges that taken together create
just and reasonable rates." (Jones Direct at page 12)

The results of the embedded cost of service study and Mr. Jones proposed

19 revenue allocation of the requested rate increase as taken from Schedule G is

20 shown below.

21
ECOS

Rate of

Return

Relative
Rate of
Return

TEP Allocation
of Base Rate % Relative

Increase Increase to Total

22
23
24

Residentail
General Service
Large General Service
Large Power Service
Lighting
Total

-1.93%

22.40%

6.47%

12.72%

-13.61%

5.52%

-0.35

4.06

1.17

2.30

-2.47

1.00

s 65,402,412

S 8,019,784

S 38,006,508

$ 1,466,326

S 1,245,909

S 109,534,118

15.9%

4.3%

55.5%

2.0%

37.8%

18.1%

0.88

0.24

3.07

0.11

2.09

1.00

5

Q.

A.

l
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1 Q. COULD you PLEASE COMMENT ON TEP'S PROPOSAL?

2 Yes. Generally, TEP proposal does follow the general results of the embedded

3 cost of service study in that it gives lower than average rate increase to the

4

5

General Service and Large Power Service Classes and an above average

increase to the Lighting Class. It also gives a disproportionate increase to the

6

7

Large General Service Class even though this class is earning an above average

rate of return. I believe the relative rates of return of the service classes could be

8

9

10

11

12

13

14

better improved if one more closely followed the results of the cost of service study

and use the following principles, 1) the Lighting Class should be given the largest

relative increase followed by the Residential Class with a slightly larger than

average increase, 2) the General Service and Large Power Service Classes

should get less than average increases, and 3) the Large General Service should

get about an average increase. My proposed revenue allocation using RUCO

recommended rate increase is shown below.

RUCO % Relative
Allocation Increase to Total

15

16

Residentaii
General Service
Large General Service
Large Power Service
Lighting
Total

s 11,780,417

S 1,844,489

S 2,053,817

S 733,028

S 140,858

$16,542,000

2.9%

0.7%

1.8%

0.5%

3.0%

1.8%

1.60

0.39

1.03

0.30

1.66

1.00

17
18
19
20

6

A.
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1

2

3

RATE DESIGN

Q. COULD PLEASE DISCUSS YOUR ISSUES WITH RESPECT TO RATE

4 DESIGN?

5

6

7

8

Yes, starting with the Residential Service Class, R-01, I kept the Basic Service

Charge at $10 per month in accordance with the recommendation of Mr. Huber.

For energy charges, I el iminated the fourth block, again according with the

recommendation of Mr. Huber, and increased the rates for the first three blocks

9 on an  equa l  percentage bas is  t o  recover  t he  remainder  o f  t he  revenue

10 requirement. For the other Resident ial  Tari f f  Classes,  I appl ied the same

11

12

methodology of keeping the basic service charge at current levels and apply the

rate increase to existing rates.

13

14 Q. WHAT IS YOUR RECOMMENDED RATE DESIGN FOR THE LIFELINE

15 RATES?

16

17

As described by Company witness Jones, the Company is proposing major

changes to its low income rates which are referred to as Lifeline rates. The

18

19

20

Company proposes to change the current rates that give either a fixed discount

or discounts from the otherwise applicable rates to a single uniform discount off

of each of the residential rates (Jones Direct at 57). The modifications would

21

22

23

reduce the 27 existing tariffs down to five different open rate options, one for each

of the five existing residential rates, and apply a flat $15.00 per month discount,

limited to a reduction of the bill down to zero dollars (Ibid). The Company is also

A.

A.

7
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1

2

proposing changes to its frozen Lifeline rate options that will reduce them from 22

to five different options (Jones Direct at 58).

3

4 Q. WHAT IS THE COMPANY'S REASONING BEHIND THESE CHANGES?

5

6

7

8

9

10

11

12

As explained by Company Witness Jones, the 27 different variations of Lifeline

discounts differ by consumption in any given month and also apply to Bright

Community Solar customers, net metering customers and even Super Peak TOU

customers (ibid). He argues then that it has become overly burdensome to train

customer service representatives to explain the variations, maintain the multiple

tariffs needed to explain the variations and maintain and update the processes in

the billing system. He also states that 11 of the 27 different Lifeline rates contain

fewer than 20 customers, and two of the rates being maintained have just one

13 customer on them.

14

15 Q. WHAT IS THE QUALITATIVE IMPACT OF THE PROPOSED CHANGE?

16

17

As explained by Company Witness Jones, all existing Lifeline customers on rates

"that are not frozen" will stay on the fixed credit version of the Lifeline rate that

18

19

20

they are currently on but rate increases will apply so that most typical Lifeline

customers will experience a total dollar increase on an annual basis that is in a

range similar to the dollar increase for a non-Lifeline residential customer (Jones

21 Customers on "the old frozen rates" will have the same fixed

22

Direct at 59).

discount available to them as the open Lifeline rates, but the frozen Lifeline
' |

A.

A.

8
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1

2

customers will have a lower basic service charge of $12.00 per month since they

were receiving substantially larger discounts (Ibid)

3

4

5

6

7

Any new customer qualifying for the Lifeline program (or existing Lifeline customer

moving to a new location) will become a standard residential customer and pay a

non-Lifeline residential rate with a flat $15.00 per month discount applied to the

bill, with the discount limited to no more than the actual bill in order to prevent a

8 bill from being below zero (Ibid).

9

10 Q. WHAT IS THE QUANTITATIVE IMPACT OF THE COMPANY'S PROPOSAL?

11 The table below is taken f rom Schedule H which is Schedule H 2-2 which

12

13

14

summarizes the rate impact by the individual rate schedules from the Company's

proposal. As one can see the quantitative impact of the Company's proposal

results in rate impacts that can increase a customer's bill by as much as 50%.

ll

l

l
9

ll I

A.

1
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Q. COULD YOU PLEASE COMMENT ON THE COMPANY'S PROPOSAL?

A. Given the very large rate increase that the Company is proposing, I do not support

7 the Company's proposal as presented. While I do not object to the Company's

8 proposal for new customers, where they will receive a fixed discount, the proposal

Q for the existing customers is unacceptable from a customer impact point of view.

10 Moreover, the Company's proposal is not supported by the facts as presented.

11 Many of these existing rates receive either a fixed discount in dollars or a discount

12 as a percentage. As these are existing in the current billing program there is little

13 administration to them. In addition, many of these rates are frozen, 22 of them,

1 14 and don't even apply to new customers. The fact that the Company states that

15 11 of the 27 rate schedules have less than 20 customers on them so the question

10
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1 must be asked' as to why even bother going to so much effort for so few. Also,

2 the Company states it is making its proposal to reduce its administrative workload

3 but I can find no evidence that it has proposed a pro-forma adjustment to share

4 that savings with customers. In sum therefore, I propose that the Company

5 reconsider its proposal and develop a new one where existing frozen classes

6 remain as is, and for non-frozen classes redevelop a rate proposal that does not

7 result in undue customer rate impacts.

8

9 Q. PLEASE DISCUSS YOUR PROPOSAL FOR THE NON-RESIDENTIAL RATE

10 CLASSES.

11

12

13

14

For non-demand metered rates classes, General Service and Lighting, I kept the

basic service charge at current rates and then increased the per unit charges on

an equal percentage basis to recover the proposed rate increase. Keeping the

basic service charge at current rates for the General Service class is consistent

15

16

with Mr. Huber's reasoning for the Residential Class. The basic service charge

for the Lighting Class is zero and the Company proposed to keep it at zero and I

17 agree.

18

19

20

21

For the demand metered classes, Large General Service and Large Power

Services, because of the small rate increases being recommended both

because of RUCO's proposed rate increase and the recommended revenue

22

23

allocation - \ Kept the energy rates unchanged and changed the demand charge

to recover the remaining revenue share. In both cases this resulted in a decrease

11
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1

2

in the existing demand charge because the Company is proposing to move a

substantial amount of sales from the unmetered General Service class to the

3 Large General Service Class and eliminate the non-TOU Large Power Service

4 Class. The TOU Large Power Service Class has a higher energy charge and

5 basic service charge than the non-TOU which resulted in an increase in Class

6 revenues that offset the need for a rate increase in base rate.

7

8 FUTURE COST OF SERVICE STUDIES

9 Q. COULD you PLEASE DISCUSS THE ISSUE OF FUTURE COST OF SERVICE

10 STUDIES?

11

12

13

14

15

16

As explained by Company Witness Dukes the Company proposes to create a

new Rider R-1, post June 1, 2015, where partial requirement customers

qualifying for the new Rider R-15 to choose from either a non-TOU or TOU three-

part rate tariffs which includes a demand charge for their service requirement

(Dukes direct ate and 27). As Mr. Dukes explains TEP is making these proposals

to better align rate design with cost-causation and to reduce inter-class inequities

17 (Dukes Direct at 7).

18

19

20

21

22

23

In addition to the rate design changes being proposed Company Witness Jones

states that traditional rate classes are no longer homogeneous and the availability

of self-generation (particularly solar distributed generation) has created a second

class of customers within the typical residential service class (Jones Direct at 15).

Mr. Jones further states that partial requirements customers require various utility

12

A.

I I Ill l1_lll1 III 11-1--



Direct Testimony of Frank W. Radigan
Tucson Electric Power Company
Docket No. E-01933A-15-0322 et al.

1 services, including standby service, supplemental service, delivery service for

2 both in-bound and out-bound power flow, regulation services, power factor

3 correction and balancing (Ibid). For distribution services, the cost of serving these

4

5

partial requirements customers is typically the same or higher than it was when

the customer was a full service customer because the DG customer may require

6 additional investments in the distribution system to provide frequency control and

7 power factor correction (ibid).

8

9 Q. PLEASE COMMENT.

10

11

12

My understanding is that there are currently over 11,000 of these customers

whose distributed generation supplies over 170 MW of power. The number of

new applicants for roof-top solar has been generally consistent at 300 applications

13

14

per month. Thus, the issue of DG and its impact of cost and cost inequities

between different types of customers will continue to grow and perhaps become

15

16

17
I

more pronounced. If a cost inequity does exist then the partial requirements

customers are being subsidized by other customers and the amount of cross

subsidization will only grow over time. As such, both partial requirements

18 customers and full service customers should know the true cost to serve a partial
I

19 requirements customer, so the appropriate rate and rate structure can be

20 designed to fairly serve them, the utility, and other customers on the system.

21

22 The Company's presentation points to the many ways that DG customers may

23 increase the cost on the system. Both Staff and RUCO sent out a series of

13

A.
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1

2

3

discovery questions to verify the validity of the claims, discovery questions and

replies attached as Exhibit_-(FWR-20) Select Discovery Questions and Replies

Relating to DG. Some of the costs are still in the academic/theoretical cost

4

5

6

7

8

9

10

11

12

category but others are not. For example, the Company has a pilot experiment

for installation of advanced inverters to control PV generation at the source (See

STF 1.22). If this pilot is successful, this service will be a unique cost directly

attributable to DG. Company witness Tillman points outs increased cost for load

following and frequency regulation (Tilghman Direct at 8). This is a true cost but

at current levels this concern seems to be for larger utility scale renewables rather

than a customer with a roof-top solar unit (See RUC03-17). With 170 MW of DG

and growing by the Company's next rate case, this might grow to be a real

operational concern and costs. As the satura t ion o f  DG becomes more

13

14

15

pronounced the instances of reverse power flow conditions will increase. This will

require more monitoring of load at the feeder level which is not generally done

today (See RUCO 3.14-3.16).

16

17

18
I

19

2G

21

22

23

The graph below shows some load data that I received from the Company in

response to RUCO 7.11. The graph shows the average demand for a sample of

almost 3,000 residential customers and the production curve for a typical roof top

solar customer at the average size of applications received between January2015

and Apr ii 2015 (See Tilghman Direct at 612). TEP usually experiences peaks

between 5 and 7 pm so the demands placed on the system for these two types of

customers are quite different. If the peak demand is at 5 pm and there are no

14
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1

2

3

4

5

clouds, then the DG customer is responsible for less demand on the Company's

system (though the DG customer is still reliant on other grid services hidden within

the bundled kph rate). On the other hand, if the peak occurs at 7 pm, then the

DG customer is placing demands on the system just like any other customer, while

not necessarily covering the system costs due to a credit build up from non-peak

6 hours. While I am not testifying that these two load shapes are 100% accurate,

7 given the amount of data provided, I do think it illustrates the fact that a DG

8 customer is not the same as a typical residential customer and they should not be

9 treated the same for rate making purposes.

10

11

12

13

14

In my direct testimony in this case I presented a discovery response which shows

that the utility does little to track partial requirement customers food shapes or

usage patterns (See Exhibit FWR-11 ). Moreover, the Company could not produce

a typical load curve for a year round residential customer but instead supplied a

15 spreadsheet with hourly load date for a sample of over 1,600 customers. This

16

17

data is relatively useless as it provides no statistically reliable data to measure

load by usage. To be reliable, a stratification of customers by monthly usage must

15

I



Direct Testimony of Frank W. Radigan
Tucson Electric Power Company
Docket No. E-01933A-15-0322 et al.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

be developed, a statically significant sample would then have to be selected for

each s t rata and hour ly load data col lected and then ext rapolated to get  a

meaningful typical load pattern for a customer type. As it is, one cannot verify that

the peak demand, as reported by the Company and used as an input into its cost

of service study, is anywhere near accurate. I am not saying that the utility is

wrong, but l am saying that the Company's presentation leaves a lot to be desired

for the typical residential customer. As to the partial requirements customer, the

lack of presentation provides little basis to support the price signals a 24/7 demand

charge would send. This is in stark contrast to the demand charge RUCO witness

Lon Huber proposes, which is grounded by system peak demand statistics. As

the utility notes, the cost to serve partial requirements customers is higher than

traditional full service requirements customers. Yet until the Company provides a

more detailed statistical presentation, it will be hard to address the issue on highly

precise terms. As such, unless the utility starts collecting and tracking detailed

data by customer type, we can only make broad, but still highly justified reforms

to rate design..

17

18 Q. DOES THIS CONCLUDE YOUR RATE DESIGN TESITMONY?

19 Yes, it does.

20

21

22

23

16
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B.S., Chemical Engineering -- Clarkson University, Potsdam, New York (1981)

Certificate in Regulatory Economics -- State University of New York at Albany (1990)

I998-Present Principal, Hudson River Energy Group, Albany, NY -- Provide research, technical evaluation,
due diligence, reporting, and expert witness testimony on electric, steam, gas and water utilities. Provide
expertise in electric supply planning, economics, regulation, wholesale supply and industry restructuring
issues. Perform analysis of rate adequacy, rate unbundling, cost-of-service studies, rate design, rate
structure and multi-year rate agreements. Perform depreciation smdies, conservation studies and proposes
feasible conservation programs.

I997-1998 Manager Energy Planning, Louis Berger & Associates, Albany, NY ._ Advised clients on rate
setting, rate design, rate unbundling and performance based ratemaking, Served a wide variety of clients in
dealing with complexities of deregulation and restructuring, including OATT pricing, resource adequacy,
asset valuation in divestiture auctions, Transmission planning policies and power supply.

I981-1997 Senior Valuation Engineer, New York State Public Service Commission, Albany, NY - Starting as
a Junior Engineer and worldng progressively through the ranks, served on the Staff of the New York State
Department of Public Service in the Rates and System Planning Sections of the Power Division and in the
Rates Section of the Gas and Water Division. Responsibilities included the analysis of rates, rate design
and tariffs of elect, gas, water and steam utilities in the State and perfonning embedded and marginal
cost of service studies. Before leaving the Commission, was responsible for directing all engineering staff
during major rate proceedings.

Electric power restructuring, wholesale and retail wheeling rates, analysis of load pockets and market power,
divestiture, generation planning, power supply agreements and expert witness testimony, retail access, cost of
service studies, rate unbundling, rate design and depreciation studies.

IU!!!

Wholesale Commodity Ailarkets

Transmission Expansion Planning - Various Utilities -- Member of Transmission Expansion Advisory Committee
in the New England Power Pool - the Committee is charged with the study of transmission expansion needs in the
deregulated New England electric market. Ongoing

Locational Based Pricing - Reading Municipal Light Department -- Using GE multi-area production simulation
model (MAPS), analyzed New England wholesale power market to cost differences between various generators and
load centers. 2003

Merchant Plant Analysis Confidential client .- Using GE multi-area production simulation model (MAPS),
analyzed New York City wholesale power market to determine economics of restructuring PURPA era contract to
market priced contract. 2002

Market Price Forecasting .- El Paso Merchant Energy -. Analyzed New England power market using MAPS for
purpose of pricing natural gas supply in order to ensure that plant was dispatched at 70% capacity factor as required
under its gas supply contract. 2002



Market Price Analysis - Novo Windpower - Analyzed hourly market price data in New York for each load zone in
State in order to optimize location of new wind power projects. 2002

Gas Aggregation __ Village of [lion - Advised client on costs/bene fits of aggregating residential gas customers for
purpose of gas purchasing. 2002

Gas Procurement - Albany County, New York - Assisted client in analysis of economics of existing gas purchase
contract, negotiated termination of contract, designing request for proposal for new natural gas supply. 2000

HQ Prudence Review - Selected by Vermont Public Service Board to perform prudence review power supply
contract between Hydro Quebec and Central Vermont Public Service Corporation. 1998

Wholesale Pow
complementing existing low cost power supplies in order to entice new industrial load to locate within Village.
1997

'Er Supply - Prepared comprehens ive RFP to optimize power supply for Solvay municipa l utility by

Analysis of Load Pockets andMarket Power - Performed analysis of load pockets and market power in New
York State, determined physical and financial measures that could mitigate market power. 1996

Study of APP Contracts and Impacts in New York Performed study to determine rate impacts of power purchase
contracts entered into by investor owned utilities and independent power producers (ImPs), separately measured rate
impacts resulting from statewide excess-capacity, determined level of non-optimal reserves for each utility. 1995

Power Purchase Contract Policies and Procedures - Directed NYSPSC Staff teams in formulation ofshort- and
long-run avoided cost estimates (LRACs) using production simulation model (PROMOD), forecasted load and
capacity requirements, developed utility buy-back rates, presented expert witness testimony on buy-back rate
estimates and calculation methodologies, thereby implementing curtailment of ImPs as allowed under PURPA.
1990-1994

Integrated Resource Planning - Led NYSPSC Staff team's examination of each utility's IP process and
examination of impacts of processes and regulatory policies influencing the decision malting process. 1994

Intrastate \Vheeling Commission Transmission Analysis and Assessment - Chairman of NYSPSC Proceeding to
examine plans for meeting future electricity needs in New York State. Addressed measures for estimating and
allocating costs of wheeling, including embedded cost, short-run marginal cost and long run incremental cost
methods. 1990

Rate Setting

Rate Setting - Dover Plains Water Company - Case 14-W-0378 -- Prepared rate filing before the New York Public
Service Commission for the Dover Plains Water Company to increase its annual water revenues. 2014

Rate Setting - Village of Castile - Case No. 14-E-0358 - Prepared rate filing before the New York Public Service
Commission for the Village of Castile Electric Department to increase its annual electric revenues. 2014

Depreciation Study - Village of Swanton - On behalf of the Village of Swanton, Vt. Electric Department prepared
a depreciation study for use in setting new depreciation rates to be submitted to the Vermont Public Service Board.
2014

Rate Setting - Village of Hamilton - Cas e 13-G-0584 - On beha lf of the Village of Hamilton, NY des igned initia l
ra tes  for new municipa l gas  utility. 2013

Rate Setting - Fillmore Gas  Company - Case No. 13-G-0039 _ Prepared ra te filing before the New York Public
Service Commiss ion for the Fillmore Gas  Company to increase its  annual gas  revenues . 2013
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Rate Setting - Alliance Energy - Case No. l2-G-0256 - Prepared rate filing before the New York Public Service
Commission for the Alliance Energy Transmission, LLC to increase its annual gas transportation. 2012

Rate Study - Athos Energy - Docket No. 11-UN-184 - On behalf of the Mississippi Public Service Commission,
submitted report on reasonableness of Company's depreciation study. 2012

Rate Study -- Energy Mississippi -Docket No. ll-UA-83 -- On behalf of the Mississippi Public Service
Commission, prepared report on the reasonableness of Energy Mississippi's depreciation study. 2012

Rate Case Cost of Service Study - Mississippi Power Company _ On behalf of the Mississippi Public Service
Commission, prepared report on reasonableness of embedded cost of service study submitted by Mississippi Power
Co. 2012

Rate Case Cost of Service Study __. Boonville, NY - Prepared class load study and embedded cost of service study
to justify change in rate design for the purpose of conserving energy. 2010-2012

Ra te Setting _ Alliance Energy Transmiss ion - Case No. 12-G-0256 _ Prepared ra te filing before the New York
Public Service Commiss ion for Alliance Energy Transmiss ion. 2012

Rate Setting - Hamilton, NY - Case No. I2-E-0286 - Prepared rate filing before the New York Public Service
Commission for the Village of Hamilton, NY to increase its annual electric revenues. 2012

Rate Setting -. Fairport, NY .__ Case No. 11-E-0357 - Prepared ra te filing before the New York Public Service
Commiss ion for the Village of Fa irport, NY to increase its  annua l electric revenues . 2011

Jurisdictional Cost of Service ._ Mississippi Power Company - On behalf of the Staff of the Mississippi Public
Utilities Staff prepared a report on the reasonableness of the Company's jurisdictional cost of service study. 2010

Rate Analysis _ Southwestern Power Company - On behalf of a coalition of retail customers analyzed
reasonableness of utility's request to include the costs of Construction Work In Progress Expenditures in rates for a
power plant known as the Turk Plant. 2010

Rate Study - Stowe Electric Department, VT - Docket No. 8169 - For small municipal electric utility, Bled rate
case before the Vermont Public Service Board. 2010

Docket No. 10-10-03 - Assisted in the CT OCC's review and development of recommendations for the Review of
the 2011 Conservation and Load Management Plan. 2010

Rate Setting - Endicott, NY - Case No. 10-E-0588 - Prepared rate filing before the New York Public Service
Commission for the Village of Endicott, NY to increase its annual electric revenues. 2010

Rate Case Cost of Service Study - Heritage Hills Water Works - For small water company, performing cost of
service study for the preparation of a full cost of service study before the New York Public Service Commission.
2009

Rate Case Cost of Service Study _ Stowe Electric Department, NY _ For small municipal electric utility, assisted
in the preparation full cost of service study before the Vermont Public Service Board. 2009

Rate Setting Training - MMWEC _ Assisted in training MMWEC staff on rate setting process so that they could
provide service to members. 2009

Rate Setting - Connecticut Natural Gas -- Docket No. 08-12-06 - Assisted the Connecticut Office of Consumer
Counsel on the analysis of the reasonableness of the of the Company's proposed revenue requirement. 2009

Rate Filing - Heritage Hills  Water Works  __ Case No. 08-W-1201 - Prepared ra te filing before the New York PSC
for the Heritage Hills  Water Works  Corpora tion to increase its  annual water revenues . 2008



Rate Study - Hudson River Black River Regulating District -.. For regulating body performed detailed cost of
service allocation in order to allocate costs among beneficiaries of water regulation. 2008

Rate Case Cost of Service Study - Village of Greene, NY .- For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2008

Rate Case Cost of Service Study .- Village of Bath, NY - For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Cornrnission. 2008

Rate Case Cost of Service Study- Village of Richmondville, NY - For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2008

Economic Development Rate .- Massena Electric Department - For municipal electric utility, developed tariffs for
economic development rates for new or expanded load.

Rate Case Cost of Service Study - Village of Hamilton, NY - For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Study - Pascoag Utility District - Reviewed the application of the Power Authority of the State of New York
to increase rates to its wholesale power customers. 2003

Rate Study - Kennebunk Power and Light Department - Performed rate study of new multi-year wholesale power
contract against existing rates to determine impact on overall revenue recovery and cash flows futility. 2003

Rate Case Cost of Service Study - Village of Arcade, NY - For small municipal electric utility, assisted in the
preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study - Village of Philadelphia, NY - For small municipal electric utility, assisted in
the preparation full cost of service study before the New York Public Service Commission. 2003

Rate Case Cost of Service Study - Village of Hamilton, NY - For small municipal electric utility, prepared full
cost of service study before the New York Public Service Commission. 2004

Rate Case Cost of Service Study - Fillmore Gas Company .- For small natural gas local distribution company,
performing cost of service study for internal budget controls and formal rate case before the New York Public
Service Commission, 2003

Rate Case Cost of Service Study -. Rowlands Hollow Water Works - For small water company, performing cost of
service study for internal budget controls and formal rate case before the New York Public Service Commission.
2003

StandbyRates- Independent Power Producers of New York Analyzed reasonableness of proposed standby rates
of Niagara Mohawk Power Corporation, proposed alternate rate designs, participated in settlement negotiations for
new rates. 2002

Economic Development Rates - Pascoag Utility District - Designed new cost based economic development rates
charged to large industrial customer contemplating locating within the municipality. 2002

Municipalization Study -. Kennebunk Power and Light Department - Performed economic analysis of municipal
utility serving remaining portions of Village not already served, performed valuation of the plant currently owned by
Central Maine Power. 200 l

Water Rate Study -. Pascoag Utility District - Performed cost of service study for water utility, presented alternate
methods of funding revenue requirement. 200 l



Pole Attachment Rates - Middleborough Gas and Electric Department .- Designed cost based pole attachment rates
charged to CATV customers. 2000

ISO Service Tariff -- On behalf of three municipal utilities, analyzed cost basis and proposed rate design of ISO
Service Tariffs. 2000

Pole Attachment Rates - City of Farmington, New Mexico municipal electric department - Designed cost based
pole attachment rates for CATV customers. 1999

I
-

OATT Rates - On behalf of four municipal utilities in New England -- Developed cost based annual revenue
requirements for regional network transmission rates, represent utilities before ISO New England committees on
transmission rate setting issues. 1998-2004

Consolidated Edison Restructuring - Member NYPSC Staff team - Negotiated major restructuring settlement
with Consolidated Edison, which decreased utility's rates by $700 millionover five years, implemented retail access
program, performed rate unbundling, divestiture of utility generation and the allowance of the formation of a
holding company, accelerated depreciation of generation, established customer education programs on restructuring,
established service quality and service reliability incentive to ensure that provision of electric service will diminish
as competitive market emerges. The agreement served as the template for restructuring in New York. 1997

Cost-of-service Review and Rate Unbundling - Performed rate unbundling of retail rates of Orange & Rockland
Utilities, Inc. to facilitate delivery of New York Power Authority energy to customer located in Orange &
Rockland's service territory. 1992

Vintage Year Salvage and Study - Managed joint study of staff from Rochester Gas and Electric Corporation and
NYSPSC to determine feasibility of using vintage year salvage accounting for determining future salvage rates.
1985

En vironmental Issues

Energy Conservation Study - Pascoag Utility District - Designed energy conservation rebate program based on
cost benefit study of various alternatives. Program funded through State mandated collection of energy conservation
monies from ratepayers. 2002

Clean Air Act Lawsuit .- New York State Attorney General .- investigated modifications made at coal fired
generating units of New York utilities to determine whether major modifications were made with obtaining pre-
construction permits as required by the prevention of Significant Deterioration (PSD) provisions of the Act. 1999-
2002.

Environmental Impact Study and Simulation Modeling Analysis - Analyzed potential environmental impacts of
restructuring electric industry in NY using production simulation model PROMOD. 1996

RenewableResources - Project Leader in NYSPSC proceeding regarding development and implementation of
utility plans to promote use of renewable resources. 1995

Environmental and Economic Impacts Study - Directed study of pool-wide power plant dispatch with
environmental adders to determine environmental and economic effects of dispatching electric power plants with
monetized environmental adders. 1994

Clean Air Impact Study - Directed study of effects of the Clean Air Act of 1990. Measured statewide cost savings
if catalytic reductions control facilities were elected to comply with 1990 Clean Air Act Amendments, installed
components on units in metropolitan NY region. 1994

Environmental Externalities and Socioeconomic Impacts Study - Managed NYSPSC proceeding to determine
whether to incorporate environmental costs into Long-Run Avoided Costs for the State's electric utilities. Study
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purposes: explore the socioeconomic impacts of electric production as compared with DSM, monetize
environmental impacts of electricity. 1993

Case 9344 - Green Ridge Utilities - On behalf of Maryland Office of People's Counsel testified on the
reasonableness of the water utility's proposed revenue requirement. 2014

FC 1115 - Washington Gas Light ~- On behalf of the People's Counsel of the District of Columbia, testified on the
reasonableness of the Company's proposal for the recovery of costs and funding aspects of Washington Gas Light
Company's Revised Accelerated Pipe Replacement Plan. 2014

Case No.
tes tified on the reasonableness  of Energy Miss iss ippi
2014

Ec-l23-0082-00 - Energy Mississippi _. On behalf of Mississippi Public Utilities Staff reviewed and
, Inc.'s proposed depreciation rates and cost of service study.

Case 9345
reasonableness of the water utility's proposed revenue requirement.

- Maryland Water Services - On behalf of Maryland Office of People's Counsel testified on the
2014

Case No. 2013-00167 - Columbia Gas of Kentucky - On behalf of the Office of Rate Intervention of the Attorney
General for the Commonwealth of Kentucky testified on the reasonableness of the Company proposed rate increase.
2013

Docket I3-G-1301 - Consolidated Edison ._ On behalf of US Power Generating Company testified on the
reasonableness of proposed modifications to natural gas balancing services. 2013

Docket No. 13-01-09 - United Illuminating - On behalf of the Connecticut Office of Consumer's Counsel examined
the reasonableness of the Company's proposed construction budget. 2013

Case U-17169 - Serco Energy - On behalf of the Michigan Department of Attorney General testified on the
reasonableness of the Company's proposal to modify its accelerated main replacement form for gas distribution
facilities. 2013

Docket No. 13-06003 -
the reasonableness of Company's proposed depreciation rates, 2013.

Sierra Power Company - Of behalf of the Nevada Public Service Commission, testified on

Docket No. E-ol 933A-I 2-0291 _ Tucson Electric Power -- On behalf of the on behalf of the Arizona Residential
Utility Consumer Office examined the reasonableness of the Company's rate increase. 2012

Case No. FC 1093 - Washington Gas  and Light _ On behalf of the People's  Counsel of the Dis trict of Columbia ,
tes tified on the reasonableness  of the Company's  proposal to replace and/or remediate certa in gas  dis tribution
facilities  that are subject of this  case, 2012.

Docket No. C-2011-2226096 .__ Pennsylvania American Water Co. - In a class-action lawsuit, testified before the
PA PUC on behalf of C. Leslie Pettko on the reasonableness of the surcharges imposed by Pennsylvania American
Water Company. 2012

Docket No. 11-06007 - Nevada Power Company - On behalf of the Nevada Public Service Commission, testified
on the reasonableness of the Company electric depreciation study on Nevada Power Co. 201 l

MEUA -On beha lf of the Municipa l Electric Utilities  As s ocia tion, filed tes timony with the New York Power
Authority (NYPA) cm the reasonableness  of the Authority's  201 l Ra te Modifica tion Plan for the Niagara  Power
Project. 201 l

Case No. 9283 - Green Ridge Utilities, Inc. _ On behalf of Maryland Office of People's Counsel testified on the



reasonableness of the water utility's proposed revenue requirement. 20] I

Case No. l 1-G-0280 - Corning Natural Gas -- On behalf of the Village of Bath, NY, analyzed the construction
program, revenue requirement, and rate design proposed by the gas distribution company serving the Village. 201 l

Case No. 10-G~0598 - Bath Electric Gas and Water Systems - Testified as to the reasonableness of the Village of
Bath's request for a refund relating to overcharges for gas purchased from the Corning Natural Gas Co. 201 l

Case No. U-16472 Detroit Edison -- On behalf of four large hospitals .- Detroit Medical Center, Henry Ford
Health Systems, William Beaumont Hospital, and Trinity Health Michigan - testified on the reasonableness of the
continuation of a service class for large customers with special contracts. 201 l

Case No. 9252 - Artesian Water Maryland, Inc. - On behalf of the Maryland Office of People's Counsel, analyzed
proposed revenue requirement of Artesian Water Maryland, Inc. 201 l.

Case No. 10-E-0362 - Orange and Rockland Utilities, Inc. - On behalf of a coalition of municipalities, testified on
the reasonableness of the proposed revenue requirement of Company. 2010.

Docket No. 05-10-RE04 - Connecticut Light and Power Co. - On behalf of the Connecticut Office of Consumer
Counsel, testified on the reasonableness of the assist in its review of the application of Company for approval of full
deployment of its Advance Metering Infrastructure ("AMI"). 2010

Docket Nos. 10-06003 and 10-06004 .- Sierra Power Company - On behalf of the Nevada Public Service
Commission, testified on the reasonableness of Company's proposed depreciation rates. 2010.

Case No. l0-E-0050 .-. Niagara Mohawk Power Corporation -- On behalf of a coalition of municipalities, testified on
the reasonableness of utility's proposal to eliminate contracts to provide street lighting service. 2010

Case No. 9248 .- Maryland Water Services - On behalf of the Maryland Office of the People's Counsel, testi8ed on
the reasonableness of the proposed revenue requirement of Maryland Water Services, Inc. 2011

Docket No. 10-12-02 - Yankee Gas Services Company -- On behalf of the Connecticut Office of Consumer
Counsel, testified on the reasonableness of the Company's proposed depreciation rates. 2010

Case 09-E-0715 - New York State Electric and Gas Corporation -- On behalf of Nucor Steel, Auburn, Inc. examined
the reasonableness of the utility's proposed construction program, revenue allocation, rate design and decoupling
mechanism. 2010

Case 09-S-0029 - Consolidated Edison - On behalf of the County of Westchester testified to the reasonableness of a
Report Regarding Steam Price Elasticity and Long Term Steam Revenue Requirement Forecast 2010

Docket No. 09-01299 .-. Utilities, Inc. of Central Nevada - On behalf of the Nevada Attorney General's Bureau of
Consumer Protection testified on the overall revenue requirement, the appropriate level of rate case expense, and
allocation of corporate salaries. 2010 i

Docket No. 09-12-11 - Connecticut Water Company - On behalf of the Connecticut Office of Consumer's Counsel
examined the reasonableness of the proposed Water Conservation Adjustment Mechanism. 2010

Case 9217 - Potomac Electric Power Company - On behalf of the Maryland Office ofPeople's Counsel examined
the reasonableness of the utility's proposed jurisdictional cost of service study, revenue allocation and rate design.
2010

Docket No. 09-12-05 - Connecticut Light 8: Power Company -- On behalf of the Connecticut Office of ConsL1mer's
Counsel examined the reasonableness of the proposed depreciation rates, revenue allocation and rate design. 2010

Case 09-S-0794 - Consolidated Edison - Steam Rates -.. On behalf of County of Westchester testified to the



reasonableness of the Company's proposal to increase retail rates. 2010

Case 09-G-0795 - Consolidated Edison .- Gas Rates -~ On behalf of County of Westchester testified to the
reasonableness of the Company's proposal to increase retail rates. 2010

Case 10-S-0001 - Project Orange Associates, LLC -- Of behalf of Project Orange Associates testified to the
reasonableness of whether the steam customers of Syracuse University could benefit if a steam transportation tariff
were adopted by the New York Public Service Commission. 2009

Docket No. E-7, Sub 900 -- Duke Energy Carolinas, LLC - On behalf of the Sierra Club, Souther Alliance for
Clean Energy testified on the reasonableness of the Company's request to recover construction work in progress in
rate base and to comment on whether the costs incurred by the Company for the supercritical coal plant Cliffside
Unit 6 are reasonable and prudent. 2009

D,P.U. 8-64 .- New England Gas Company - On behalf of the Massachusetts Attorney General testified to the
reasonableness of the accuracy of the Company's accounting data as it related to affiliate transaction with the parent
Company. 2009

Formal Case No. 1027 - Washington Gas Light Company .- On behalf of the Office of People's Counsel of the
District of Columbia testified to the reasonableness of the Company's use of mechanical couplings and problems
related thereto. 2009

Docket No. G-04204A-08-0571 -- UNS Gas, INC. -- On behalf of the on behalf of the Arizona Residential Utility
Consumer Office examined the reasonableness of the Company's embedded cost of service study, proposed revenue
allocation, and proposed rate design. 2009

Case 09-S-0029 .- Consolidated Edison -. On behalf of the County of Westchester testified to the reasonableness of
the method of allocating costs between the utility's steam system and its electric system. 2009

Docket No. 09-0407 - Commonwealth Edison -- On behalf of the People of the State of Illinois testified to the
reasonableness of Company's Chicago Area smart Grid Initiative. 2009

Docket No. E-01345A-08-0172 - Arizona Public Service - On behalf of the on behalf of the Arizona Corporation
Commission examined the reasonableness of the Company's embedded cost of service study, proposed revenue
allocation, proposed rate design and proposal regarding demand side management cost recovery. 2009

Case 9 I82 - Maryland Water Service, Inc. -.- On behalf of the Maryland Office of People's Counsel examined the
reasonableness of the Lltility's proposed bulk purchased water rate increase. 2009

Case 9182 - Artesian Waler Maryland, Inc. - On behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed advance fees to connect new water customers in the Whitaker Woods
subdivision. 2009

Case 08-E-0539 .- Consolidated Edison Electric Rates -- 0:1 behalf of County of Westchester testified to the
reasonableness of the Company's proposal to increase retail electric rates by $854 million. 2008

Docket No. 08-07-04 .- United Illuminating - On behalf of the Connecticut Office of Consumer's Counsel examined
the reasonableness of the Company's proposed construction budget. 2008

N Docket No. 08-06036 - Spring Creek Utilities - On behalf of the Nevada Attorney General's Bureau of Consumer
Protection testified on the overall revenue requirement, the cost allocation and amortization of a new financial
accounting system, the appropriate level of rate case expense, allocation of corporate salaries, recovery of property
taxes, and rate design. 2008

D.P .U. 8-35 - New Engla nd Ga s  Compa ny - On beha lf of the  Ma s s a chus e tts  Attorney Genera l tes tified to the
reasonableness  of the Company's  reques t to increase ra tes  in light of the terms  of a  previous  settlement, the level of



expenses being charged from the parent Company to the affiliate, the proposed increase in depreciation expense and
the proposed revenue allocation and rate design. 2008

Docket No. 08-96 - Artesian Water Company - on behalf of the Staff of the Delaware Public Service Commission
examined the reasonableness of the Company's cost of service study and proposed revenue allocation and rate
design. 2008

Docket No. 05-03-l7PH02 - Southern Connecticut Gas Company - on behalf of the Connecticut Office of
Consumer's Counsel examined the reasonableness of the Company's embedded costs of service study and proposed
revenue allocation and rate design. 2008

Docket No. 06-03-04PH02 - Connecticut Natural Gas Corporation _ on behalf of the Connecticut Office of
Consumer's Counsel examined the reasonableness of the Company's embedded cost of service study and proposed
revenue allocation and rate design. 2008

Docket No. G-01551A-07-0504 Southwest Gas Corporation - on behalf of the Arizona Corporation Commission
examined the reasonableness of the Company's embedded cost of service study, proposed revenue allocation,
proposed rate design and proposals regarding revenue decoupling. 2008

Docket No. E-01933A_07-0402 _ Tucson Electric Power Company _. on behalf of the Arizona Corporation
Commission examined the reasonableness of the Company's embedded cost of service study, proposed revenue
allocation, proposed rate design and proposals regarding mandatory time fuse rates. 2008

Docket No. 07-09030 - Southwest Gas Corporation ._ on behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates. 2008

Civil Action 05-C-457-1 - Dominion Hope _ on behalf of former employee of the utility examined the utility's
hedging and sales for resale practices between affiliates. 2008

Case 07-829-GA-AIR~ Dominion East Ohio - on behalf of the Office of the Ohio Consumer's Counsel examined
the reasonableness of the Company's embedded cost of service study, proposed revenue allocation and rate design
and examined the reasonableness of proposals on revenue decoupling and straight fixed variable rate design. 2008

Case 07-S-1315 - Consolidated Edison Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility's steam system and its electric system. 2008

Case No. 9134 - Green Ridge Utilities, Inc. - on behalf of the Maryland Office of People's Counsel examined the
reasonableness of the utility's proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and 'implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and
allocation for common expenses from the parent company. 2008

Case No. 9135 -- Provinces Utilities, Inc. _ on behalf of the Maryland Office of Peopie's Counsel examined the
reasonableness of the utility's proposed rate application including the appropriate cost allocation and amortization
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and
allocation for common expenses from the parent company. 2008

Case 07-M-0906 - Energy East and Iberdrola - On behalf of Nucor Steel, Auburn, Inc. examined the reasonableness
of the proposed Acquisition of Energy East Corporation by Iberdrola merger. 2008

Case 07-E-0523 .- Consolida ted Edison - Electric Rates  -- On behalf of County of Wes tches ter tes tified to the
reasonableness  of the Company's  proposal to increase reta il electric ra tes  by over $1.2 billion or 33%. 2007

Docket Nos . ER07-459-002, ER07-513-002, and EL07-11-002 - Vermont Transco -- on beha lf of the Vermont
Towns  of Stowe and Hardwick, and the Villages  of Hyde Park, Johnson and Morrisville on whether the direct



assignment and rate impacts of a proposed transmission line were with current policy of the Federal Energy
Regulatory Commission 2007

Docket No. 07-05-19 .-- Aquarion Water Company - On behalf of the Connecticut Office of Peoples Counsel
examined the reasonableness of the utility's proposed revenue allocation, rate design, weather normalization and
depreciation rates 2007

Docket No. E-0)204A-06-0783 - UNS Electric - On behalf of the Arizona Corporation Commission testified on the
reasonableness of the utility's proposed revenue allocation and rate design. 2007

Docket Nos. 06-11022 and 06-11023 .- Nevada Power Company - On behalf of the Staff of the Nevada Public
Utilities Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels.
2007

Case 06-G-1186 -. KeySpan Delivery Long Island - on behalf of the Counties of Nassau and Suffolk analyzed the
Company's proposed rate design for amortization of costs for expenditures relating to Manufactured Gas Pianos.
2007

Case 06~M-0878 -- National Grid and KeySpan Corporation -~ on behalf of the Counties of Nassau and Suffolk
analyzed the public benefit of the proposed merger, customer service, demand side management programs, rate
relief as it relates to competition and customer choice, the repowering of the existing generating stations on Long
Island, and the remediation of contamination caused by Manufactured Gas Plants. 2007

Docket No. 06-07-08 - Connecticut Water Company - On behalf of the Connecticut Department of Utility Control
examined the reasonableness of the utility's proposed depreciation rates, revenue allocation and rate design. 2006

Docket No. EL07-11-000 - Vermont Transco -- on behalf of the Vermont Towns of Stowe and Hardwick, and the
Villages of Hyde Park, Johnson and Momlsville evaluated whether the proposed and subsequently abandoned
allocation of costs for the Lamoille County Project was reasonable and whether the direct assignment and rate
impacts of a proposed transmission line were with current policy of the Federal Energy Regulatory Commission.
2006

Case 05-S-1376 - Consolidated Edison - Steam Rates -- On behalf of County of Westchester testified to the
reasonableness of the method of allocating costs between the utility's steam system and its electric system. 2006

Docket No. 06-48-000 .- Braintree Electric Light Department .- On behalf of the municipal utility presented an cost
of service study used to calculate the annual revenue requirement for a generating station that was deemed to be
required for reliability purposes. 2006

Case 05-E-1222 - New York State Electric and Gas Corporation - On behalf ollNueor Steel, Auburn, Inc. examined
the reasonableness of the utility's proposed average service lives, forecast net salvage figures, and proposal to
switch from whole life to remaining life method. 2096

Docket No. 05-10004 -- Sierra Pacific Power Company .-- On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed electric depreciation rates and expense levels.
2006

Docket No. 05-10006 - Sierra Pacific Power Company .- On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed gas depreciation rates and expense levels. 2006

\

Docket No. ER06-17-000 - ISO New England, Inc..- On behalf of a group of municipal utilities in Massachusetts
prepared an affidavit on the reasonableness of proposed changes to the Regional Network Service transmission
revenue requirements rate setting formula. 2005

Case 04-E-0572 .- Consolidated Edison - Electric Rate - On behalf of the County of Westchester testified to the
reasonableness of the Company's revenue allocation amongst service classes and the company's fully allocated



embedded cost of service study. 2004

Docket No. 04-02-14 - Aquarion Water Company - On behalf of the Connecticut Department of Utility Control
examined the reasonableness of the utility's proposed depreciation rates, weather normalization proposal and certain
operation and maintenance expense forecasts. 2004

Docket No. U-13691 .-. Detroit Thermal, LLC - On behalf of the Henry Ford Health Systems testified on the
reasonableness of the utility's proposed default tariffs for steam service. 2004

Docket No. 04-3011 - Southwest Gas Corporation - On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels. 2004

Docket No. ER03-563-030 -- Devon Power, LLC, et al..- On behalf of the Wellesley Municipal Light Plant filed a
prepared affidavit with FERC with respect the proposal of ISO New England, Inc. to establish a locational Installed
Capability market in New England. 2004

Docket No. 03-10002 -. Nevada Power Company - On behalf of the Staff of the Nevada Public Utilities
Commission testified on the reasonableness of the utility's proposed depreciation rates and expense levels. 2004

Case 03-E-0765 .- Rochester Gas and Electric Corporation - Before the New York Public Service Commission
submitted testimony on rate design, rate unbundling, depreciation, commodity supply and reasonableness and
raternaking treatment of proceeds from the sale of a nuclear generating plant. 2003

New York State Department of Taxation and Finance Versus Brooklyn Navy Yard Cogeneration Partners .-
Testified on behalf of independent power producer in income tax case regarding tax payments associated with gas
used to produce electricity. Testimony focused on ratemaking policies and practices in New York State. 2003

Docket No. 2930 - Narragansett Electric - Before the Rhode Island Public Utilities Commission submitted
testimony on the reasonableness of the utility's proposed shared savings filing and its implications for the overall
reasonableness of the Company's distribution rates. 2003

Docket No. 03-07-01 - Connecticut Light and Power Company .- Before the Connecticut Department of Public
Utility Control testified to the recovery of "federally mandated" wholesale power costs. 2003

Docket No. ER03-1274-000 -- Boston Edison Company - Before the Federal Energy Regulatory Commission
submitted affidavit on the reasonableness of the utility's proposed depreciation rates and expense levels. 2003

Case 2 l 0293 - Coming Incorporated - Before the New York Public Service Commission submitted an affidavit on
certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in New York
and the utility/'s billing practices as they relate to flex rate contracts. 2003

Case 3323 ll -- Nucor Steel Auburn, Inc. - Before the New York State Public Service Commission submitted an
affidavit on certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in
New York and the utility's billing practices as they relate to flex rate contracts. 2003

Case 6455/03 -- Prepared affidavit for consideration by the Supreme Court of the State of New York as to the
purpose, need and fuel choice for the Jamaica Bay Energy Center (Jamaica Bay) as it related to good utility planning
practice for meeting the energy needs of utility customers. 2003

Case 00-M-0504 - New York State Electric and Gas Corporation - Reviewed reasonableness of utility's fully
allocated embedded cost of service study and proposed unbundled delivery rates. 2002

Docket No. TX96-4-001 - On behalf of the Suffolk County Electrical Agency proposed unbundled embedded cost
rates for wheeling of wholesale power across distribution facilities. 2002

Case 00-E-l208 -. Consolidated Edison: Electric Rate Restructuring - On behalf of Westchester County, addressed

_



reasonableness of having differentiated delivery services rates for New York City and Westchester. 200 I

Case Ol-E-0359 .- Petition of New York State Electric & Gas _ Multi-Year Electric Price Protection Plan -
Addressed reasonableness of Price Protection Plan (PPP), presented alternative rate plan that called for 20%
decrease in utility's base rates. 200 I

Case 01 -E-0011 - Joint Petition of Co-Owners of Nine Mile Nuclear Station - Addressed the reasonableness of the
proposed nuclear asset sale and the ratemaking treatment of the after gain sale proposed by NYSEG. 2001

Docket No. EL00-62-005 - ISO New England Inc. - Submitted affidavit on reasonableness of ISO's proposed
$4.75/kW/month Installed Capability Deficiency Charge. June 2001

Docket No. EL00-62-005 - ISO New England Inc. - Submitted affidavit on reasonableness of proposed
$0.17/kW/month Installed Capability Deficiency Charge. January 200 l

Docket No. 2861 - Pascoag Fire District: Standard Offer, Charge, Transition Charge and Transmission Charge _
Testified on elements of individual charges, procedures for calculation and reasons for changes from previous filed
rates. 200 l

Case 96-E-0891 - New York Stare Electric & Gas: Retail Access Credit Phase .- On behalf of a large industrial
customer, testified on cost of service considerations regarding NYSEG's earnings performance Linder the terms of a
multi-year rate plan and the appropriate level of Retail Access Credit for customers seeldng alternate service from
alternate suppliers. 2000

Docket No. ER99-978-000 -. Boston Edison Company: Open Access Transmission Tariff- Testified on design,
revenue requirement, and reasonableness of proposed formula rates proposed by Boston Edison Company for
calculating charges for local network transmission service under open access tariff. 1999

Docket Nos. OA97-237-000, et. al. - New England Power Pool: OATT .-. Testified on design, revenue requirement,
and reasonableness of proposed formula rate for transmission service, testified to proposed rates, charges, terms and
conditions for ancillary services. 1999

Docket No. 2688 - Pascoag Fire District: Electric Rates - Testified on elements of savings resulting from
renegotiation of contract with wholesale power supplier and presented analysis that justified need for and amount of
base rate increase. 1998

New York State Department of Taxation and Finance Versus Zap co Energy Tactics Corporation -- Testified on
behalf of independent power producer in income tax case regarding tax payments associated with electric
interconnection equipment. Testimony focused on policies and practices faced in doing business in New York
State. 1998

Docket No. 2516 - Pascoag Fire District: Utility Restructuring .- Testified on manner and means for utility's
restructuring in compliance with Rhode Island Utility Restructuring Act of 1996. Testimony presented a
methodology for calculating stranded cost charge, unbundled rates, and new terms and conditions of electric services
in deregulated environment. 1997

Case 94-E-0334 .- Consolidated Edison: Electric Rates - Led Staff team in review of utility's multi-year rate filing
seeking increased rates of $400 million. Directed team in review of resource planning, power purchase contract
administration, and fuel and purchased power expenses and testified on reasonableness of company's actions
regarding buy-out of contract with an independent power producer and renegotiation of contract with another
independent power producer. Lead negotiations for multi-year settlement and performance-based ratemaking
package that resulted in a three-year rate freeze. 1994

Case 93-G-0996 - Consolidated Edison: Gas Rates - Testified on reasonableness of Lltility's proposed depreciation
rates. 1994



Case 93-S-0997 .- Consolidated Edison: Steam Rates - Testified on reasonableness of utility's resource planning for
steam utility system. 1994

Case 93-S-0997 and 93-G-0996 .- Consolidated Edison: Steam Rates
rate plan proposed by the utility, 1994

Testified on reasonableness of multi-year

Case 94-E-0098 .- Niagara Mohawk: Electric Rates .- Reviewed utility's management of its portfolio of power
purchase contracts with independent power producers for the reasonableness of recovery of costs in retail rates.
1994

Case 93-E-0807 .- Consolidated Edison: Electric Rates - Testified on rate recovery mechanism for costs associated
with termination of five contracts with independent power producers. 1993

Case 92-E-0814 - Petition for Approval of Curtailment Procedures - Testified on methodology for estimating
amount of power required to be curtailed and staff' s estimate of curtailment. 1992

Case 90-S-0938 .- Consolidated Edison: Steam Rates - Testified on reasonableness of utility's embedded cost of
service study, and proposed revenue re-allocation and rate design. 199 I

Case 9 I-E-0462 - Consolidated Edison: Electric Rates - Implementation of partial pass-through fuel adjustment
incentive clause. 1991

Case 90-E-0647 - Rochester Gas and Electric: Electric Rates - Analysis and estimation of monthly fuel and
purchased power costs for use in Lltility's performance based partial pass-through fuel adjustment clause. 1990

Case 29433 - Central Hudson Gas and Electric: Electric Rates - Analysis of utility's construction budgeting
process, rate year electric plant in service forecast, lease revenue forecast, forecast and rate treatment of profits from
sales of wholesale power and estimation of fuel and purchased power expenses for use in the utility's partial pass -
through fuel adjustment clause. 1987

Case 29674 -- Rochester Gas and Electric: Electric Rates -. Review of utility's historic and forecast O&M
expenditure levels forecast and rate treatment of profits from wholesale power, and estimation of fuel and purchased
power expenses, and price out of incremental revenues from increased retail sales. 1987

Case 29195 - Central Hudson Gas and Electric: Electric Rates - Review of utility's construction budgeting process,
analysis orate year electric plant in service, forecast and rate treatment of profits from sales of wholesale power,
and estimation of fuel and purchased power expenses. 1986

Case 29046 - Orange and Rockland Utilities: Electric Rates - Testified on the reasonableness of the utility's
proposed depreciation rates and expense levels. 1985

Case 28313 - Central Hudson Gas and Electric: Electric Rates - Review of utility's construction budgeting process,
analysis of rate year electric plant in service forecast, review of rate year operations and maintenance expense
forecast; forecast and rate treatment of profits from sales of wholesale power, estimation of fuel and purchased
power expenses. 1984

Case 28316 - Rochester Gas and Electric: Steam Rates Price out of steam sales including the review of historic
sales growth, usage patterns and forecast number of customers. 1984

Lu ;4 We :Ni 949 H HI *VN

National Association of State Utility Consumer Advocates Annual Conference, 2012
replacement programs

Speaker accelerated main

National Association of State Utility Consumer Advocates Annual Conference, 2008
"Smart Metering"

Speaker on a case study of



Multiple Interveners Annual Conference - What Will Impact Market Prices? 1998, Syracuse, New York - Speaker
on the impact that deregulation would have on market prices for large industrial customers.

IBC Conference .- Successful Strategies for Negotiating Purchased Power Contracts, 1997, Washington, DC .-
Speaker on NY power purchase contract policies, ratepayer valuation, contract approval process and policy on
recovery of buyout costs.

Gas Daily Conference .- Fueling the Future: Gas' Role 'm Private Power Projects, 1992, Houston, Texas - Panel
member addressing changing power supply requirements of electric utilities.

Member Municipal Electric Utility Association
Northeast Public Power Association
New York State Independent System Operator



EXHIBIT FWR-2



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S EIGHTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
April 28, 2016

RUCO 8.06

Hutche ns  Dire ct 13:11-24 - 18:1-l8 - P le a se  provide  the  monthly e ne rgy sa le s  for TEP 's  re ta il
delivery customers from January 2006-December 2015 on an actual basis and weather normalized
basis.

RES P ONS E:

Please  see  RUCO 8.06.xlsx for the  monthly wea the r normalized sa les . The  Exce l file  is  rpt
identified by Bates  numbers .

RES P ONDENT:

Greg Strong

\VITNES S :

Dalla s  Dukes

Arizona  Corpora tion Commis s ion ("Commis s ion")
Fortis  Inc. ("Fortis ")
"p..,_.~~. n~..,_.. r*, /=¢Twnw ._.. JJ* _ caw m \

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S EIGHTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0-22
April 28, 2016

RUCO 8.05

Hutchens Direct 13:11-24 - 18:1-18 - Please provide the monthly peak demand for TEP's retail
delivery customers from January 2006-December 2015 on an actual basis and weather normalized
basis.

RESPONSE:

Please see file RUCO 8.05 City Load Data.xlsx, sheet "Monthly Summary" for the monthly peak
data requested. The Excel file is not identified by Bates numbers. The Company cannot provide
weather normalized peak data as it does not perform such adjustments. This is because the peak
model has a  high degree of complexity,  thus making peak normalizing very difficult  and
normalized peak values are of little value for system planning.

RESPONDENT:

Greg Strong

\VITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tunvnn NlnntrIr Dnumr f", {£&'\'*[jI*)11 94L.. ash SVS

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
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TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO S TAFF'S  THIRD S ET OF
DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
Februa ry 26, 2016

STF 3.3

J uris d ic tiona l Alloca tions : P lease  provide  the  workpapers  and supporting documents  used to
derive  the  jurisdictiona l a lloca tions  used for each pro-forma adjustment.

RES P ONS E:

THE FILE  LIS TED BELOW CONTAINS  CONFIDENTIAL INFORIWIATION AND IS
BEING P ROVIDED P URS UANT TO THE TERMS  OF THE P ROTECTIVE
AG R E E ME NT.

Please  see  STF 3.3 Jurisdictiona l Alloca tion-Confidentia l.xlsm. The  Exce l tile  is ide ntifie d by
Bates numbers.

Within this  file , e xtra cts  for the  Ra te  Ba se -Orig Cos t a nd Re v-Exp ta bs  we re  ta ke n from UDR
1.001 .- 2015 TEP Rev Req Model.x1sm.

The  juris dictiona l a lloca tion ca lcula tion a nd the  ACC J uris diction pro-forma  a djus tme nts  a re
shown in columns  AF - BS of the  Ra te  Base -Orig Cost Tab and columns  BZ-FM of the  Rev-Exp
Tab.

Each individua l ce ll formula  within these  columns  support the  jurisdictiona l a lloca tions .

Als o include d in the  Exce l file  provide d he re in a re  s e pa ra te  s upporting ta bs  for the  following
a lloca tors :

l. Demand

2. Ene rgy

3. Ancilla ry

4. P a yroll

RES P ONDENT:

Anne  Liu

\VITNES S :

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
'T`n 1~cnn trioI'trlr~ Dnumr f'nm.~\"u {"TE'D" n.. ¢L,-. H/*, an

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")



TUCSON ELECTRIC POWER COMPANY
ACC/FERC JURISDICTION _ DEMAND ALLOCATION FACTOR

Llne
No. Date

Retail System
Peak A

Line
_No.

(a)

SRP NTUA TOU

(b) (c) (d)
100 41 5
100 48 5
100 40 5

100 35 5

Sub-Total Removes
FERC SRP & Shell Total

(h) (5)
1

2
3
4

5

June, 2015

July, 2015
August, 2015
September, 2015

Total

2.206
2.066
2,214
1,995

8.581

__Shell Trico _ _

('e) (f) (g)
100 50 296
100 50 303
100 50 295
100 50 290

1885

96
103

95
90

385

2,302
2,169
2,309

-2.085

8,866

1
2

3
4

5

6 Average (Line 5/ 4) 2,120.25 96.2 2,215.5 6

7 Demand Allocation Factor

(Line 6 - (a)/(i) and (h)l(i)
95.66°/,. 4.34% 7

Il l l l l
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smugs FOR RESALE (Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of  electricity ( i.e., transactions involving a balancing of  debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exdwanges must be reported on the
Purchased Power schedule (Page 326-327).
2. Enter the name of  the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or af f iliation the respondent has with the purchaser.
3. In column (b), enter a Statistical Classif ication Code based on the original contractual terms and conditions of  the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis Ge., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of  requirements service must
be the same as, or second only to, the suppliers service to its own ultimate consumers.
LF - for tong-term service. "Long-term" means f ive years or Longer and 'f irm' means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of  LF service). This category should not be used for Long-term f irm service which meets the
def inition of  RQ service. For all transactions identif ied as LF, provide in a footnote the termination date of  the contract def ined as the
earliest date that either buyer or setter can unilaterally get out of  the contract.
lF - for intermediate-term f irm service. The same as LF service except that " intermediateterm" means longer than one year but Less

than f ive years.
SF - for short-term f irm service. Use this category for all f irm services where the duration of  each period of  commitment for service is
one year or less.
LU - for Long-term service f rom a designated generating unit. "Long-term" means f ive years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of  designated unit.
IU - for intermediateterm service f rom a designated generating unit. The same as LU service except that " intermediateterm" means
Longer than one year but Less than he years.

Line
No.

Name of Company or public Authority
(Footnote Affiliations)

ca)

Statistical
Ciassiii-
cation

(b)

FERC Rate
Schedule or

Tariff Number

(c)

Average
Monthly willing
Demand (MW)

(d)

Actual Demand (M/v)
1Vefage

Monthly NC Dem am

(e)

A
Monthl%l%g8emand

(f)
1 Salt River Project Agricultural LF Tariff 3 S.A. 12

2 Improvement and Power Disu-i<1

3 Navajo Tribal Utility Authority LF Tariff 3 S.A. 11

4 Toho ro O'odham Utility Authority LF Tariff 3 SA. 13

5 Shell Energy North America (US) LP LF WSPP

6 EDF Trading North America, LLC LF ISDA

7 Trico Electric Cooperative LF Tariff 3 S.A. 13

8 Ago Improvement District SF AJO Contract

g Morena Water and Electric SF Morena Agreement

10 Arizona Electric Power Cooperative SF WSPP

11 Arizona Public Service Company SF WSPP

12 Black Hills Power, Inc. S F WS P P

13 BP Energy Company SF ISDA

14 Cargill Power Markets, LLC SF l91n

Subtotal RQ 0 0 0

Subtotal non-RQ 0 0 0

Total 0 0 0

l

FERC FORM no. 1 (ED. 12-90) Page 310 - Privileged Data

l Ill
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TUCS ON ELECTRIC P OWER COMP ANY'S  S UP P LEMENTAL RES P ONS E TO AECC
TWELFTH S ET OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET no. E-01933A-IS -0322
Ma y 2, 2016

AECC 12.4

Please identify the margins earned by TEP on the Shell Long Term Energy Sales contract for each
month since its effective date.

RESPONSE: April 19, 2016

The  Compa ny obje cts  to this  que s tion a s  it re la te s  to non-ACC jurisdictiona l ma rgins  tha t a re
outside the scope of this ra te  case.

RESPONDENT:

Jeanine Tracey

\VITNESS :

Dallas Dukes

SUPPLEMENTAL RESPONSE: May 2, 2016

Per discussions between counsel for the Company and counsel for AECC, please see AECC 12.4-
12.6 4-12-16 (Test Year)-Competitive Sensitive Confidential.xlsx. The Excel file is no_t identified
by Bates numbers.

The Shell contract was put into place after the acquisition of Gila River Unit 3. The contract expires
December 31 , 2017.

RESPONDENT :

Jeanine Tracey/ Michael Sheehan

\VITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Comnanv ("TOP" nr hp "rmmmmm

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
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TUCS ON ELECTRIC P OWER C0MP ANY'S  RES P ONS E TO RUCO'S  S EVENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
April 18, 2016

RUCO 7.03

Weather Normaliza tion - P lease  provide  the  results  and adjus tment to te s t-year revenue  by year
unde r the  Company's  new mode l if a  nine  yea r, e ight yea r, seven yea r, s ix yea r, five  yea r, four
year, and three  year model were  used. In addition, please  provide the  sta tistical outputs, such as p-
values and r-squared values associated with each year requested above.

RES P ONS E:

The Company objects to the request as it is  overly burdensome. The time required to generate  each
of the  mode ls  above  and to ca lcula te  the  tota l adjus ted revenue  is  s ignificant. P lease  see  RUCO
7.05b for an explanation as to why this  process is  highly burdensome and resource  intensive .

For the  model s ta tis tics  of the  model the  Company used for the  weather normaliza tion, please  see
file  RUCO 7.03 TEP  We a the r Norma liza tion Mode l S ta tis tics .pdf, Ba te s  Nos . TEP \021852-
021889.

RES P ONDENT:

Greg Strong

WITNES S :

Craig Jones

Arizona Corporation Commission ("Commission")

Fortis Inc. ("Fortis")
Tnnenn i3lp/'frm Pnulnr Pnvv-lnanv I"'II\'-TD" nr- tl-ua "f'nrw»»s-n"\

UniSource Energy Services ("UES")

UniSource Energy Development Company ("UED")
I WMO in, ¢.. :_ /cal r\.<'» rn- _L_.'_a9\



TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  S EVENTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0-22
April 18, 2016

RUCO 7.04

Weather Normalization .- Please  provide the  results  and adjustment to test-year revenue under the
Company's  new mode l if a  fifteen yea r, twenty yea r, twenty five  yea r and thirty year mode l were
used. In addition, plea se  provide  the  s ta tis tica l outputs , such a s  p-va lues  and r-squa red va lues
associated with each year requested above.

RES P ONS E:

Please  re fe r to RUCO 7.03,

RES P ONDENT;

Greg S trong

VVITNES S :

Craig Jones

L

1

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Forlis")
T̀ lir'cnn I3lpr~h-m Dnufm- Fnmnnm. /svrrrnn ..., L in

UniSQL1rce Energy Services ("UES")
UniSource Energy Development Company ("UED"\
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File  Na me Ba te s  Numbe rs

RUCO 7.11 Individua l Customer Sample  2-ConHdentiaLxlsx N/A
RUCO 7.11 Individua l Cus tome r Sa mple  3-Confide ntia lxlsx N/A
RUCO 7.11 Individua l Cus tome r Sa mple  4-Confide ntia lxlsx N/A

RUCO 7.11 Individua l Cus tomer Sample  5-Confidentia l.xlsx N/A

RUCO 7.11 Individua l Customer Sample-Con8dentiaLx1sx N/A

RUCO 7.11 NREL S AMDATA-Con5de ntia l.x1sx N/A

TUcs o \ ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S SEVENTH SET
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no . E-01933A-15-0-22
April 18, 2016

Y
L

RUCO 7.11

Residentia l Customers  - RE: Dukes  Direct a t page  l1:22-25, please  provide  the  following:

a . the  number of seasonal residentia l customers tha t TEP has together with the ir energy use ,
by month, for a  typica l yea r,

the  number of yea r round re s identia l cus tomers  tha t TEP has  toge the r with the ir ene rgy
use , by month, for a  typica l yea r,

the  estimated number of residentia l vacant homes, by month, for the  years  2011-2015.

Please  provide  typical load profiles for a  residentia l seasonal customer, a  residentia l vacant
home , a  re s ide ntia l ye a r round cus tome r, a nd a  re s ide ntia l cus tome r with dis tribute d
genera tion. The  load profile s  should be  for the  winte r pe riod, the  summer period, and the
peak day.

RES P ONS E:

a ./b.

c.

d.

The Company does not currently track seasonal versus year round customers and therefore

does not have their energy use as requested.

c.

d.

The Company does not track vacant homes.

For the reasons above, the company does not have load profiles for the requested customer
type s . The  compa ny ha s  a  la rge  swa th of hourly da ta  for a  numbe r of cus tome rs  which

include  some  of the  cus tomer types  lis ted. Although the re  a re  not dis tributed gene ra tion
customers  in the  sample , the  Company is  a lso including the  NREL SAM 8760 production
curve  for the  Tucson area  for use  in estimating solar DG customer hourly load shapes.

Please see the following ilea for the 8760 production curve.

RESPONDENT:

Greg Strong

'WITNESS :

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")

b .

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
(INC Plerfrir lm r==I INC I3I==f~¢-»-I,~*'\





Year Re s ide ntia l
UP C

Weather
Norma lize d
UP C

Y/Y
EE
Change

Y/Y
DG
Change

Y/Y
Other
Change

2007 11,129 10,956

2008 10,621 10,802 (9) (2) (144)

2009 10,708 10,713 (24) (3) (62)

2010 10,579 10,579 (45) (7) (82)

2011 10,606 10,450 (140) (29) 40

2012 10,375 10,350 (174) (32) 106

2013 10,424 10,108 (182) (50) (10)

2014 9,960 9,805 (265) (38) 1

2015 9,894 9,684 (231) (78) 189

TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO RUCO'S  EIGHTH S ET
OF DATA REQUES TS  REGARDING THE 2015 TEP  RATE CAS E

DOCKET n o . E-01933A-15-0322
April 28, 2016

RUC() 8 .04

Re: Response  to RUCO 3.11 and Dukes Direct a t 14:6-9 - FERC Form 1 data  shows that the  UPC
for Res identia l ra te  cla ss  has  been declining s ince  2007 when it peaked a t 10,922 kph pe r yea r
(S e e  2007 FERC Form 1, pa ge  304, column e , line  2). For 2007 ple a s e  provide  the  we a the r
norma lize d UP C. For e a ch ye a r 2008-2015, ple a s e  provide  the  a ctua l a nnua l UP C for the
Re s ide ntia l Re gula r s e rvice  cla s s  toge the r with the  UP C cha nge  due  to DG, due  to e ne rgy
efficiency and due  to economic changes.

RES P ONS E:

Please  see  the  table  below for the  breakout of weather normalized residentia l UPC and the  change
due  to EE and DG. Please  note , when the  Company performs the  weather normaliza tion, tha t the
Compa ny we a the r norma lize s  the  e ntire  re s ide ntia l cla s s  a nd not jus t Rol. This  is  why the
Compa ny is  s ta rting with the  2007 UP C of 11,129 ins te a d of 10,922. The  Compa ny ca nnot
accurately quantify what is  due to economic changes versus some other effect. Thus the values are
labeled as other changes.

RES P ONDENT:

Greg Strand

wiTn E s s  :

Da lla s  Dukes

l

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Pnwpr Pnmnnnv I"TED" nv- om in, a n

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
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TUCSON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE TO
RUCO'S SEVENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE

CASE
DOCKET NO. E-01933A-15-0322

May 2, 2016
RUC() 7.20

TEP  Headqua rte rs  ._ P lea se  answer the  following ques tions  a s  they re la te  to the  TEP  Headqua rte rs :

a . Ba s e d  o n  th e  C o m p a n y's  la s t  ra te  c a s e  th e  C o m p a n y id e n t ifie d  th e  fo llo win g  two
compone nts  of building cos ts :

TE P  Ne w HQ -IT $  7 ,3 6 3 ,1 4 5

TEP  Ne w HQ-Fa c ilitie s S  84,604,455

Tota l S  91,967,600

Re ta il

g.

h .

P le a s e  upda te  the s e  two cos t compone nts  to re fle cte d othe r ca pita l improve me nts  a nd/or
a dditions .  F urthe r,  upda te  the  re s pons e  fo r a ny o the r ca p ita lize d  cos t com pone nt no t
a lre a dy re fle c te d  in  the s e  two com pone nts .  In  a ddition,  inc lude  the  FERC s ub a ccount
numbe rs  for the se  ca pita lize d a sse ts  a nd a mounts (e .g. 311 S tructure s  a nd Improve me nts ).

Ba s e d  on  the  Com pa ny's  la s t ra te  ca s e  the  Com pa ny ide n tifie d  the  fo llowing  cos t pe r
squa re  foot.

O ffice $263/s f

$178 /s f

P a rking S 64/s f

P lease  upda te  these  costs  to re flect the  current cost pe r square  foot for the  above  three  a reas .
In a ddition provide  the  work she e ts , a nd ca lcula tions  to subs ta ntia te  the  re sponse .

Do the  dolla r pe r s qua re  foot (O ffice ,  Re ta il,  P a rking) c ite d  in  b .  inc lude  a  ca pita lize d
portion a nd a n ope ra ting a nd ma inte na nce  ("0&M") e xpe ns e  portion?

If no to  c .  provide  the  ca pita lize d portion a nd the  O&M portion pe r s qua re  foot.  Furthe r
providing a  lis ting of compone nts  tha t a re  lis te d in the  ca pita lize d a nd O&M portions  (e .g.
prope rty ta xe s , de pre cia tion e xpe nse , e tc.).

Ba s e d on the  Compa ny's  la s t ra te  ca s e , the  Compa ny indica te d tha t 12,000 gros s  s qua re
fee t of re ta il space  was  unused. P lea se  upda te  the  gross  squa re  fee t of re ta il space  to re flect
both use d a nd unuse d spa ce .

Ba se d on the  Compa ny's  la s t ra te  ca se , the  Compa ny indica te d tha t 8,540 gross  squa re  fe e t
of va ca nt a nd unuse d cubica l spa ce . P le a se  upda te  the  gross  squa re  fe e t of office  spa ce  to
re fle ct both use d a nd unuse d spa ce .

P lease  provide  the  gross  squa re  fee t of pa rking space  to re flect both used and unused space .

Lis t by floor a nd squa re  foota ge  the  portion of the  building tha t ha s  be e n a lloca te d to TEP
e mploye e s , UNS  e le ctric e mploye e s , UNS  ga s  e mploye e s , a nd a ny othe r TEP  a ffilia te s .

Lis t by floor a nd s qua re  foota ge  the  portion of the  building tha t is  re nte d/le a s e d to othe r
non-a ffilia te  e ntitie s  (e .g. insura nce  compa ny)'?

Is  a  profit compone nt built into the  re nta l/ie a se  pa yme nt tha t e a ch a ffilia te  me mbe r pa ys  to
the  pa re nt compa ny, if so, wha t is  tha t pe rce nta ge , a nd wha t is  the  a mount of profit cha rge d
to e a ch a ffilia te  me mbe r?

Arizona Corporation Commission ("Commission")
Fortis Inc, ("Follis")
Tucson Electric Power (Tnmmnv r'=T12n" nr mp¢<r*A.*mq...,=u

j.

i.

f.

e.

d.

c.

b.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")



TUCSON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE TO
RUCO'S SEVENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE

CASE
DOCKET no. E-01933A-15-0322

May 2, 2016
Is a profit component built into the rental/lease payment that each non-affiliate member
pays to the parent company, if so, what is that percentage, and what is the amount of proht
charged to each non-affiliate member?

RESPONSE: April 18, 2016

TEP is in the process of gathering this information and will provide it as soon as possible

RESPONDENT:

Anne Liu

\VITNESS:

Dallas Dukes

SUPPLEMENTAL RESPONSE: May 2, 2016

a. The cost components for the TEP Headquarters at June 30, 2015 are as follows:

FERC Sub Account

E397
Net

E391-CP

Description

Communication Equipment

Computer Equip.

TEP HQ-IT Total

S 714,308

3,574,387

4,288,695

E390

E391-0E

E389-LD

E398-RW

Structures & Improvements-General Plant

Office Equip

Land

Right a ways

TEP HQ-Facilities Total

68,371,896
1,331,752
8,549,938

41,468
78,295,053

S 82,583,748

The cost per square foot provided in the last rate case was an approximation based on total
construction costs and gross square footage. Construction costs included land, direct
construction costs for shell building, permits, impact fees, etc. For your reference, please
see tile RUCO 7.20.pdf, Bates Nos. TEP\023766-023770, for the response to STF 22.06
(r) provided in the 2012 TEP Rate Case.

Total attune 30, 2015

The net balance of the HQ Building decreased by 11.62% as compared to the balance in
the last rate case. To provide an approximation of the current cost per square feet, the prior
amounts were decreased accordingly.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Comoanv ("TOP" nr the "Pnmr\*;xnv"\

UniSource Energy Services ("UES")

UniSource Energy Development Company ("UED")
l'T\TC' FDI, .¢..' L- _ /iv urn v-n . ~-\

b.

k.



TUCSON ELECTRIC P0WER COMPANY'S SUPPLEMENTAL RESPONSE TO
RUCO'S SEWZNTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE

CASE
DOCKET no. E-01933A-15-0-22

May 2, 2016

June 30, 2015 Dec.31,2011 Change

Cost

Reserve

Net Balance

98,679,260

(16,095,511)

82,583,748

94,745,693

(1,300,437)

93,445,256 -11.62%

Office

Retail

P a rking

Cost Per Square Ft - Adjusted by % Change
Prior Rate Case Current

263
178
64

232
157
57

No, it does  not include  an O&M expense  portion. The  cos t pe r squa re  foot figure s  in the
last ra te  case  were  based on capita lized one-time construction costs. It included land costs,
direct construction costs , and one time sa les tax] plans, permits  and impact fees.

The  Company does  not mainta in dolla r pe r square  foot da ta  by Office , Re ta il, Pa rking for
ca pita lize d a nd O&M e xpe ns e s . As  note d a bove , the  tota l ca pita lize d portion of the
building is  382,583,748 a t June  30, 2015.

Expe nse s  for the  te s t ye a r by compone nt a re :

O&M Expense

Property Taxes

Depreciation

1,657,958

1,111,450

3,881,648

6,551,056

The  12,000 squa re  foota ge  of re ta il spa ce  supplie d in the  la s t ra te  e a se  should be  re vise d to
10,185. It is  100% unus e d.

g.

h .

i .

j.

The  s qua re  foota ge  of s pa ce  built out e xc luding re ta il a nd the  ga ra ge le ve ls  is  267,625.
This  inc lude s  works ta tions ,  o ffice s ,  ha llwa ys ,  com m on a re a s ,  re s t room s ,  m e cha nica l
rooms , e tc. Of the  267,625 tota l squa re  foota ge , 263,365 squa re  fe e t is  use d. 4,260 squa re
fe e t is  unuse d works ta tion a nd office  spa ce .

The  squa re  foota ge  of the  pa rking spa ce  is  224,600. 100% use d.

The  he a dqua rte rs  build ing  is  100% occupie d  by TEP  e m ploye e s  or contra c t pe rs onne l
doing work on be ha lf of TEP , UNS  Ele ctric  a nd UNS  Ga s .

None  of the  he a dqua rte rs  building is  curre ntly be ing re nte d/le a se d to othe rs .

The re  a re  no re nta l/le a s e  pa ym e nts  from  a ffilia te  m e m be rs  for the  he a dqua rte rs  a s  the
building is  100% occupie d by TEP . Howe ve r, within the  building a lloca tion cos t cha rge d
to a ffilia te s ,  through a  la bor a lloca tion, a  re turn com pone nt of 5 .04% a s  pe r the  a gre e d
upon re turn in the  la s t ra te  ca se .

Not a pplica ble . The re  a re  no re nta l/le a se  pa yme nts  pa id by non-a ffilia te d me mbe rs .

R E S P O NDE NT :
Anne  Liu (a , b, c , d, h-k) / Rya n Compa nie s  (e , f, g)

w i T n E s s  :
Da lla s  Duke s

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED"\

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tnfnn Flecfrw Pau/nr r̀ l\YY\l'\flr\\l I"'r'I;'n71 -- 'L- n

c.

d.

e.

f.

k.

no
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TUCS ON ELECTRIC P OWER COMP ANY'S  RES P ONS E TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2012 TEP  RATE CAS E

DOCKET n o . E-01933A-12-0291
November 7, 2012

Did TEP conduct a  comprehens ive  cos t-bene fit ana lys is  of building a  new headqua rte rs  ve rsus
ma inta ining the  exis ting facilitie s?  If so, plea se  provide  the  ana lys is . If not, why not?

L 1 1 1

RUCO 7.13

RES P ONS E:

THE  FILE S  LIS TE D BE LOW CQWTADJ  CO\J F1 DE NT1 AL n Fo m \1 AT1 o n  AND ARE

B E ING P R O \ IDE D P URS UANT TO THE TE RMS O F T HE P R O TE C TIVE

AG R E E ME NT.

7

The  Company did an extensive  eva lua tion before  it decided to proceed with a  new headquarte rs

building. Management began cons ide ring adding and consolida ting office  space  in mid-2007, a

fina l de cis ion to  purcha s e  the  la nd for a  ne w building wa s  ma de  in  April 2009 a nd a  fina l

de cis ion to be gin building wa s  ma de  in Octobe r 2009. TEP  wa s  cons ide ring ne w s pa ce  for

numerous reasons including:

Eve n with the  us e  of the  te mpora ry office  tra ile rs , the  curre nt fa cilitie s  we re  a t 99%

occupancy and, in certa in cases, TEP needed to rent space for project teams,

The  lease  a t One  South Church, where  80 employees were  loca ted, was up for renewal in

June 201 l,

Over 300 employees  a t the  Irvington Campus were  housed in 12 temporary office  tra ile rs

tha t were  costly to opera te , and the  employees were  functionally separa ted from the  other
work groups ,

Two pe rma ne nt office  fa cilitie s  a t the  Irvington s ite  (one  built in the  l950's  a nd one  in
the  e a rly l980 's ) we re  due  for re nova tion  a nd  me cha nica l upgra de s  (i.e .,  HVAC,

ba throoms, ADA compliance , e tc.),

TEP  ne e de d more  confe re nce  s pa ce  a nd la rge r confe re nce /a uditorium to fa cilita te

e mploye e  me e tings -a t the  time , the  la rge s t confe re nce  room could only ha ndle  125

people , a  small percentage of our employees based in Tucson a t that time,

For complia nce  a nd bus ine ss  continuity re a sons , the  Compa ny wa s  e va lua ting ba ckup
loca tions  for its  IT da ta  ce nte r, ca ll ce nte r, control room a nd phys ica l se curity. TEP  me t
the  need for backup facilities  by incorpora ting them into the  new secure  headquarters .

The  de cis ion to proce e d in the  2009-2010 time  fra me , which coincide d with the  we a k

economy, provided the  opportunity to build a  new headquarters  a t a  reasonable  lower cost
leve l and support construction re la ted jobs  in Tucson,

Given the  Company's  s itua tion, it deve loped objectives  and a  plan to resolve  the  long te rm office
ne e ds . The  prima ry obje ctive s  include d: a ) e limina te  e xis ting ca pa city cons tra ints  a nd provide
for growth, b) consolida te  employees  into fewer office  loca tions  to improve  communica tions  and
re duce  tra ve l time  a nd cos ts , c) consolida te  a ll or a t le a s t a  ma jor portion of the  corpora te  s ta ff
functions  into one  building to improve  Communica tions  a nd re duce  tra ve l time  a nd cos ts , d)
choose  office  loca tion(s) and parking tha t is  convenient and sa fe  for employees , and e ) manage

f.
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Federal Energy Regulatory Commission ("FERC")
Open Access Transmission Tariff ("OATT")
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UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
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TUCS ON ELECTRIC P OWER C()MP ANY'S  RES P ONS E TO
RUCO'S  S EVENTH S ET OF DATA REQUES TS  REGARDING THE 2012 TEP  RATE CAS E

DOCKET n o . E-01933A-12-0291
November 7, 2012

costs. In a ddition to the  prima ry obje ctive s , the  Compa ny a ls o wa nte d to choos e  a n office
fa cility tha t wa s  e nvironme nta lly frie ndly (i.e ., incorpora ting e ne rgy e fficie ncy a nd re ne wa ble
e ne rgy re source s ) a nd supporte d the  Tucson community with e conomic de ve lopme nt a nd/or
office  common facilitie s  tha t could be  used by the  community including loca l cha ritie s .

To me e t the  obje ctive s , the  Compa ny inve s tiga te d a nd e va lua te d va rious  a lte rna tive s . It
compa re d the  a lte rna tive s  of a ) e xpa nding/re mode ling curre nt fa cilitie s , b) le a s ing a dditiona l
space  a t One  South Church Avenue , c) leasing exis ting office  space  a t other Tucson loca tions, d)
buying e xis ting office  s pa ce  in Tucs on, a nd e ) building a  ne w office  building a t nume rous
loca tions  in Tucson. P lease  see  the  file s  lis ted be low for the  confidentia l ma te ria ls  tha t se t forth
the  a na lyse s  conducte d in conne ction with the se  options  a nd the  ultima te  de cis ion to build the
new corporate  headquarters.

Ba se d on the  a na lyse s  a nd TEP 's  ne e ds , it wa s  ultima te ly de te nnine d tha t the  be s t a lte rna tive
wa s  to build a  corpora te  he a dqua rte rs  a t 88 Ea s t Broa dwa y. The  ke y drive rs  in the  de cis ion
were : a ) the re  was  not suitable  exis ting office  space  of a t leas t 100,000 square  fee t with pa rking
for 250 e mploye e s  a va ila ble  in Tucs on, b) building a  ne w building a llowe d the  Compa ny to
design for its  specific use  and needs , c) building a  new building a llowed the  facility to be  s ized to
consolida te  a  la rger number of employees into one  loca tion based on a  space  planning/adjacency
s tudy (see  Response  to RUCO '7.l2), d) the  downtown loca tion is  convenient for employees  for
commuting including a cce s s  to public tra nsporta tion a nd the  downtown loca tion supports  the
de ve lopme nt of downtown Tucson, a nd e ) the  s low e conomy a nd we a k cons truction indus try
a llowe d the  compa ny to close ly ma na ge  cos ts , to build the  fa cility in a  short, tight time  pe riod
and to provide  jobs/economic activity to the  loca l Tucson economy.

RES P ONDENT:

Scott Ra thbun/Kevin Larson

WITNES S :

Micha e l De Concini

UniSource Energy Services ("UES")
UmlSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")

Arizona Corporation Commission ("Commission")

Federal Energy Regulatory Commission ("FERC")

Open Access Transmission Tariff ("OATT")
'Funcnn 1:15-r'f'v~1r' Dnurnr I"nvvwmv"v l""llED" A.. ¢L,. U/*, _in
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO
RUCO'S SEVENTH SET OF DATA REQUESTS REGARDING THE 2012 TEP RATE CASE

DOCKET no. E-01933A-12-0291
November 7, 2012

RUCO 7.23

Whe n wa s  owne rship of the  ne w fa cility tra ns fe rre d to Tucson Ele ctric P owe r Compa ny from
UniSource , and why did this  transfe r occur?

RESPONSE :

The  tra ns fe r da te  wa s  Nove mbe r l, 2011. The  building wa s  initia lly owne d by UNS  to provide

grea te r flexibility in financing the  a sse t cons truction. The  transfe r of ownership made  economic

and practica l sense  for many reasons, including:

UNS  initia lly a tte mpte d to a tta in Ne w Ma rke ts  Ta x Cre dits  for the  building, which we re

a va ila b le  fo r de ve lopme nt in  ce rta in  a re a s . Th e  c re d its  we re  a va ila b le  to  a
deve loper/le ssor (a  role  UNS could have  Eultilled by owning the  building and leas ing it to

TEP), but were  not ava ilable  to an owner occupant such a s  TEP. When it became  clea r
tha t the  ta x cre dits  would not be  a va ila ble  for this  de ve lopme nt proje ct, it ma de  more

economic sense  for TEP to own the  asse t directly ra ther than UNS (see  additional reasons

be low).

TEP avoided a potential liability on its balance sheet by owning the asset instead of
entering into a long-tenn lease obligation,

Use  of the  facility by TEP was  ensured over the  long-te rm, avoiding the  need to conside r
purchase and lease renewal options at end of the lease term, and

Long-te rm fina ncing for the  fa cility could be  obta ine d on be tte r te rms  a t TEP  due  to
TEP 's  inve s tme nt-gra de  cre dit ra ting (UNS is  ra te d Ba l, a  non~inve s tme nt gra de  cre dit
ra ting).

RE S P ONDE NT:

Scott Ra thbun, Karen Kiss inger and Kenton Grant

w iT n E s s :

Micha e l De Concini

R

l

UniSource Energy Services  ("UES")
UniSource Energy Development Company ("UED")
UNS  Electric, Inc. ("UNS  Electric")

Arizona Corporation Commission ("Commission")
Federal Energy Regulatory Commission ("FERC")
Open Access Transmission Tariff ("OATT")
T11r'Qrm Flerttnn Pnwm- f`nrv1nanu r"'"1:D" A- »1-~ an -
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
(Mark One)

p ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 \

For the fiscal year ended December 31, 2009

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission
File Number

Registrant, State of incorporation,
Address. and Telephone Number

\RS Employer
Identification Number

1-13739 UNISOURCE ENERGY CORPORATION
(An Arizona Corporation)
One South Church Ave me, Suite 100
Tucson, AZ 85701
(520) 571-4000

86-0786732

1-5924 TUCSON ELECTRIC POWER COMPANY
(An Arizona Corporation)
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571-4G00

86-0062700

Securities registered pursuant to Section 12(b) of the Exchange Act:

Registrant

UniSource Energy
Corporation

Title of Each Class
Common Stock, no par value

Name of Each Exchange
on Which Registered

New York Stock Exchange

Securities registered pursuant to Section 12(9) of the Exchange Act: None

Indicate by check mark if the registrant is a well known seasoned issuer, as defined in Rule 405 of the Securities Act
of 1933.

UniSource Energy Corporation
Tucson Electric Power Company

Yes b
Yes o

No o
No P

indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934 (Exchange Act).

UrliSource Energy Corporation
Tucson Electric Power Company

Yes o
Yes P

No P
No o

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
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Cash used for investing activities is primarily a resLHt of capital expenditures at TEP, UNS Gas and UNS Electric. Cash
used for investing and financing activities can fluctuate year-to-year depending on: capital expenditures, repayments
and borrowings under revolving credit facilities, debt issuances or retirements; capital lease payments by TEP, and
dividends paid by UniSou°ce Energy to its shareholders.

Operating_AcXivities

In 2009, net cash flows from operating activities were $70 million higher than 2008 primarily due to: lower costs of fuel
and purchased energy, ina'eased retail revenues due to base rate indeases at TEP and UNS Electric and hot summer
weather, lower interest paid on capital leases and long-term debt, partially offset by lower wholesale sales, higher
O&M and higher wages paid.

Investing Adiyities

Net cash used for investing activities was $156 million lower in 2009 compared with 2008 due to: a $133 million
deposit made by TEP last year with the trustee for bonds that matured on August 1 | 2008, and a $70 million decrease
in capital expenditures in 2009, partially offset by a S31 million investment made by TEP in 2009 to purchase
Springerville lease debt, and a $12 million decrease in proceeds from investment in lease debt.

Capital Expenditures

Business Segment
Actual
2009 2010 2011 2013 2014

s 235
14
28
10

287

s $ 225
16
13

$
TEP
UNS Gas
UNS Elggtrjc
UniSource Energy Stand-Alone
UniSource Energy Consolidated s s

258
14
25
16

314

Estimated
2012

-Millions of Dollars-
217 s 203 s
18 16
25 31
27 1

285 s 251 s 254 s

209
18
16
1

244

Induced in TEP's capital expenditures forecast for 201 o is $52 million for the proposed purchase of Sundt
Unit 4. .

Items excluded from TEP's capital expenditures forecast are: the estimated cost to construct proposed
Tucson to Nogales, Arizona transmission line of $120 million; estimated costs of $300 million between
2011-2014 to construct 75 to 150 MW of local generation that may be required in 2015.

The estimated capital expenditures for UniSource Energy Stand-Alone are for the purchase of land and
construction of a new corporate headquarters.

For more information see TER Liquidity and Capital Resources, Investing Activities, Capital Expenditures, below, and
/fem 1. Business, TER Transmission Access, Tucson to Nogales Transmission Line, above.

Financing Activities

Ne! cash proceeds from financing activities were $170 million lower in 2009 compared with zoos. In 2008, The
Industrial Development Authority of Pima County issued, for the benefit of TEP, approximately $221 million of
tax-exempt industrial development revenue bonds and UNS Electric issued $100 million of long~term debt used in part
to refinance a $60 million debt maturity. Factors affecting proceeds from financing activities in 2009 included:
$30 million of proceeds from the issuance of short-term debt at UED, a $70 million decrease in payments of orig-term
debt compared with 2008, a $50 million decline in payments on capital lease obligations compared with 2008, and a
$7 million increase in dividends paid compared with 2008.

K-38
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
(Mark One)

b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from _ to

Commission
File Number

Registrant, State of Incorporation,
Address, and Telephone Number

IRS Employer
Identification Number

1-13739 UNISOURCE ENERGY CORPORATION
(An Arizona Corporation) _
One South Church Avenue, Suite 100
TUCSOH, AZ 85701
(520) 571 -4000

880785732

1-5924 TUCSON ELECTRIC POWER COMPANY
(An Arizona Corporation)
One South Church Avenue, Suite 100
Tucson, AZ 85701
(520) 571-4000

85-0062700

Securities registered pursuant to Section 12(b) of the Exchange Act:

Registrant Title of Each Class

Common Stock, no par value

Name of Each Exchange
on Which Registered

UniSource Energy
Corporation

New York Stock Exchange

Securities registered pursuant to Section 12(9) of the Exchange Act: None

Indicate by check mark if the registrant is a well knownseasoned issuer, as defined in Rule 405 of the Securities Act of
1933.

UniSource Energy Corporation
Tucson Electric Power Company

Yes b
Yes o

No o
No b

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934 (Exchange Act).

UniSource Energy Corporation
Tucson Electric Power Company

Yes o
Yes P

No up

No  o

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.
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Capital Expenditures Forecast

Business Segment
Actual
2010 2011 2014 2015

TEP
ans Gas
UNS Electric (1 )
Other Capital Expenditures

S 267
10
22
17

315

$ s 322
16
30

S 286
22
32

s

Estimated
2012 2013
-Millions of Dollars-

306 s 273 s 372
12 11 14
37 51 25
36 1

s 391 $ 336 s 411 s 388 s a40

(1) UNS Electric is expected to purchase BMGS from UED for approximately $62 million during 2011. Since this is an
inter-company transaction, it is not included in the chart, as it is eliminated from UniSource Energy consolidated capital
expenditures. See UNS Electric, Factors Affecting Results of Operations, Rates, 2010 UNS Electric Rate Order
below, for more information.

TEP's capital expenditures in 2010 include $52 million for the purchase of Sundt Unit 4. TEP's estimated capital
expenditures in 2015 exclude the potential purchase of Spring erville Unit 1 and Springerville Coal Handling Facilities upon
the expiration of their respective leases in January 2015.

Other capital expenditures reflect UniSource Energy's standalone capital expenditures, including the purchase of land and
construction costs for a new corporate headquarters.

These estimates are subject to continuing review and adjustment. Actual capital expenditures may differ from these
estirrates due to changes in business conditions, construction schedules, environmental requirements, state or federal
regWations and other factors.

For more information regarding TEP's capitalexpenditures, see Tucson Electric Power Company, Liquidity and Capita!
Resources, Investing Activities, Capital Expenditures, below.

Financing Activities

Net cash proceeds used for financing activities were $22 million higher in 2o10 than they were in 2009 due to:

$30 million of net revolving credit facility repayments in 2o1o compared with net proceeds of $5 million in 2009,

a $32 million increase in payments of capital lease obligations;

$30 million of short-term debt proceeds in 2009 compared with none in 20th, and

a $15 million increase in dividends paid to common shareholders, partially offset by

an $82 million increase in proceeds from long-term debt net of repayments of long-tem1 debt.

Capital Contributions

In the first quarter of 2010, UED paid a $9 million dividend to LJniSource Energy, of which $4 million represented a return of
capital distribution. in March 2010, Unisource Energy contributed $15 million in capital to TEP to help fund the purchase of
Sundt unix 4.

in 2009, UED paid a S30 million dividend to UniSource Energy which also represented a return of capital distribution.
LlniSource Energy used the proceeds to contribute $30 million of capital to TEP to purchase lease debt related to
Springerville Unit 1.

See Other Non-Reportable Business Segments, UED and Tucson Electric Power Company, Liquidity and Capital
Resources, below for more information.

UniSource Credit Agreement

In November 2010, UniSource Energy amended and restated its e>dsting credit agreement (lJniSource Credit Agreement).
The UniSource Credit Agreement had previously included a $30 million term loan facility and a $70 million revolving credit
facility. As amended, the UniSource Credit Agreement consists of a $125 million revolving credit and revolving letter of
credit facility. The UniSource Credit Agreement will expire in November 2014. At December 31, 2010, there was $27 minion
outstanding al a weighted average interest rate of 3.26%
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File Na me Bates Numbers

RUCO 3. 14 Los Reaves Feeder 14 backflow-
Confide ntia lpdf TEP\021154-021155

RUCO 3.14 Sample  Feasibility Study 100515-Redacted-
Confide ntia lpdf TEP\021156-021165

TUCSON ELECTRIC P0WER COMPANY'S RESPONSE TO RUCO'S THIRD SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
March 14, 2016

RUCO 3.14

Re : Gre y Dire ct a t 21110-15, ple a se  provide  a ny a nd a ll e ngine e ring a na lys is  to support the
s ta te me nts  tha t 1) with more  dis tribute d ge ne ra tion re s ource s  be ing de ploye d on the  TEP
distribution system puts demands on the T&D systems not previously contemplated. To meet these

new demands, 2) requires TEP to utilize technology to add more sensing and measurement devices

and new methods for managing and opera ting the  distribution system.

RES P ONS E:

THE FILES LISTED BELOW CONTAIN CONFIDENTIAL INFORMATION AND ARE
BEING PROVIDED PURSUANT TO THE TERMS OF THE PROTECTIVE
AGREEMENT.

1)

L y

Please  see  the  following technica l a rticles  with web addresses provided:

•

a

1)

Re dma n, A. (2015). An Ana lys is  of Dis tribute d P hotovolta ics  on S inge -P ha s e
La te ra ls  of Dis trution S ys te ms . D-S e noloa rsnip Ins titutiona l Re spos itory a t tlze
Unive rs ity o f P itts burg [Webs ite ]. Re trieved from http://d-
schola rship.pittedu/24047/.
Jan-E-Alam, M., Muttaqi, K.M., and Sutanto, D. (2011, July 24-29). Asse ssment
of dis tributed genera tion impacts  on dis tribution ne tworks using unbalanced three-
phase powe r flow ana lys is . IEEE.org [We bs ite ]. Re trieved from
http://ieeexplore .ieee .org/xpl/a rticleDeta ils .jsp? tp=&arnu1nber=6039789&L1rl=htt
p%3A%2F%2Fieeexplore .ieee .org%2Fxpls%2Fabs_all.jsp%3Farnumber%3D603
9789
Tang, J .H., Lim, Y.S ., MoMs, S ., and Wong, J . (2012). impacts  on Centra lly and
Non-Ce ntra lly P la nne d Dis tribute d Ge ne ra tion on Low Volta ge  Dis tribution
Ne twork. Inte rna tiona l Journa l of S rna rt Grid a nd Cle a n Ene rgy. Re trie ve d from
http://www.ijsgce .corn/uploadfile /20l2/1016/201210161 l4245643.pdf.

The  dis tribution ne twork was  des igned to provide  power flows from the  subs ta tion to the
customer. By adding genera tion a t the  customer leve l to feed into the  dis tribution ne twork
voltage , power quality, protection schemes, ne twork losses  and load ba lancing of feeders
is  a ffe cte d diffe re ntly tha n the  sys te m wa s  origina lly de s igne d. P le a se  se e  RUCO 3.14
S a mple  Fe a s ibility S tudy 100515-Re da cte d.pdf for a  s a mple  TEP  fe a s ibility s tudy
indica ting the  work pe rfonne d a nd is s ue s  ide ntifie d. This  type  of s tudy is  typica lly
pe rforme d for a ll inte rconne ction's  gre a te r the n la W in s ize . For re fe re nce  a re  a ctua l
measurements  taken from a  TEP dis tribution feeder indica ting power flow unbalance  tha t
has been introduced into the distribution network from DG sources. Please see RUCO 3.14
Los Realms back flow-Confidentia lpdffor example . For re ference  are  three  other technica l
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a rtic le s  de s crib ing  the  comple xity in  a ccura te ly mode ling  the  e ffe cts  o f DG on  a
dis tribution ne twork and the  e ffects  of DG sources  on the  dis tribution ne twork.

2) Electrica lly mode ling the  dis tribution ne twork is  a  complica ted activity. The  mode l is  be ing
furthe r complica te d by the  introduction of DG ite ms  s uch a s  e ne rgy e fficie ncy, s ola r,
s torage  and demand response . For re fe rence  re fe r to the  technica l a rticles  re fe renced for
pa rt l. To va lida te  the  mode l informa tion s e ns ing a nd me a s ure me nt de vice s  ca n be
ins ta lled to provide  e lectrica l pa rame te rs  tha t can be  incorpora ted in diffe rent ways  (i.e .
s ta te  e s tima tion ) to  va lida te  o r mod ify the  e le c trica l mode l to  re p re s e n t a c tua l
measurements . This  corrects  the  mode l to be tte r mode l the  actua l e lectrica l sys tem. With
be tte r informa tion and mode ling, management and ope ra tion of the  dis tribution ne twork
can be  improved. Where  improvement refers to the  management of side  effects  caused by
DG on the  dis tribution ne twork. The  common s ide  e ffe cts  a re  de s cribe d the  te chnica l
a rticle s  re fe renced in pa rt l.

RES P ONDENT :

J im Ta ylor

WITNES S  :

Susan Gray
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RUCO 3.15

Re: Grey Direct at 22: 1 -2, please provide any and all engineering analysis to support the statement
tha t the re  is  a  need for a  communica tions  ne twork tha t a llows for inte lligent e lectronic devices  to
be  ins ta lled on the  dis tribution sys tem.

RES P ONS E:

No enginee ring ana lys is  is  required to support this  s ta tement a s  the  crea tion of a  smarte r grid is
founded on the premise that new devices and technology will be  implemented. The implementation

is  founded on the  concept of having communica tions  to provide  s ta tus , a la rms and control of the

devices . This  e na ble s  a bilitie s  s uch a s  re mote  control, a bnorma l condition indica tion a nd

automated opera tion of devices . These  type  of capabilities  a re  enabled through communica tions.

Without communica tions  these  type  of capabilitie s  will not be  able  to be  rea lized.

RES P ONDENT:

J im Ta ylor

\VITNES S :

Susan Gray
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RUCO 3.16

Re: Grey Direct a t 22:5-8, please provide any and all engineering analysis to support the  sta tement
a  dis tribution management sys tem is  the  centra l softwa re  applica tion tha t is  needed to provide

dis tribution s upe rvis ory control a nd da ta  a cquis ition, outa ge  ma na ge me nt a nd ge ogra phica l

informa tion into a  s ingle  ope ra tions  vie w. Als o, ple a s e  provide  a  de s cription of the  curre nt

dis tribution s upe rvis ory control s ys te m tha t TEP  us e s  a nd how it iS  diffe re nt tha n wha t is

contemplated to be  used in the  future .

RES P ONS E:

No enginee ring ana lys is  is  required to support this  s ta tement. For discuss ion purposes  a  s imple

description of the  three  systems is  provided here in. The  da ta  from dis tribution supervisory control

and da ta  acquis ition indica tes  the  substa tion dis tribution feeder or line  reclosed s ta tus  as  well a s

othe r dis tribution line  measurements  on the  dis tribution ne twork. The  geographica l informa tion

provides  the  geo spa tia l line  loca tions  and routes  as  well as  an e lectrica l model of the  dis tribution

ne twork. The  outa ge  ma na ge me nt s ys te m provide s  the  indica tion of line  s witch s te Ms . A

dis tribution ma na ge me nt s ys te m ca n provide  ma ny ne w a na lytic ca pa bilitie s  a nd a  s ingle
ope ra tions  vie w of the  dis tribution ne twork. By incorpora ting the  informa tion from a ll thre e

systems into a  s ingle  view the  information can be  visua lized and crea te  an e lectrica l model of the
dis tribution ne twork. The  e lectrica l mode l of the  dis tribution ne twork is  a  re a l time  mode l of the
network based on the distribution supervisory control and data  acquisition and outage management

informa tion combine d. In a ddition to the  e le ctrica l mode l from the  ge ogra phica l informa tion a

dis tribution management sys tem can a lso crea te  a  s ta te  e s tima tion for the  dis tribution ne twork.
The sta te  estimation utilizes measurement information from the  network to provide  an adjustments
to the  e lectrica l model to tune it to match actual measurements. The model a lso provides e lectrica l

va lues  for a ll line  segments  in the  dis tribution ne twork. This  provides  many of the  ope ra tion and
planing capabilitie s  tha t the  manufactures  offe r within a  dis tribution management sys tem.

TEP does not have  a  distribution supervisory control system. TEP utilizes an energy management

sys tem to indica te  the  s ta tus  of the  dis tribution subs ta tion feeder s ta tus . The  PI da ta  his torian is

utilized to s tore  the  s ta tus  and measurement information from the  dis tribution ne twork. TEP does

have  a  geographica l sys tem tha t conta ins  the  geo spa tia l information and e lectrica l mode l of the
dis tribution ne twork. The  geographica l sys tem informa tion has  been integra ted into the  outage
ma na ge me nt sys te m to provide  the  outa ge  ma na ge me nt sys te m e le ctrica l mode l. The  sys te m

ope ra tors  ma nua lly upda te  the  dis tribution line  switch s ta tuse s  to indica te  dis tribution fe e de r
circuits . The  ene rgy management sys tem subs ta tion feede r breake r informa tion has  a lso been

integrated into the outage management system to indicate feeder status. A separate integration has

been crea ted with geographical e lectrica l model information to an e lectrica l modeling and planning

software  for dis tribution planning activitie s . The  informa tion from the  dis tribution ne twork for the
dis tribution planning activitie s  is  a  s ta tic mode l based on the  la s t mode l upda te  and needs  to be

ma nua lly upda te d  to  indica te  a ctua l fe e de r configura tion . Moving towa rds  a  d is tribution
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management system would create  the  system and benefits  described above. The existing systems
require  manual processes and updates to keep updated and providing information.

RES P ONDENT:

J im Ta ylor

WITNES S  :

Susan Gray

Arizona Corporation Commission ("Commission")
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File  Na me Bates Numbers
RUCO 3.l7(a ) NERC Glos s a ry of Te rms .pdf TEP\020589-020706
Rico 3.wCb) BAL-001-Lpdf TEP\020707-020718
RUCO 3.17(b) BAL-001 -2.pdf TEP\020719-020727
RUCO 3. 17(b) BAL-002-1 .pd TEP\020728-020732
RUCO 3 .I7 (b) BAL-002-wEcc-2 .pdf TEP\020733-020744
RUCO 3.17(b) BAL-003-1 .1.pdf TEP\020745-020756
RUCO 3.17(d) 2015 Sample  Va riabi1ity.x1sx N/A
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Y
L

RUCO 3.17

RE: Tillman Direct a t 7:2-18, with re spect to the  discuss ion of impacts  of inte rmittent genera tion,

for dis tribute d ge ne ra tion (DG) re s ource s  not owne d by the  Compa ny, ple a s e  provide  the
following:

a  lis t of each and every opera tional metric tha t TEP is  concerned about with respect to DG
with a  de finition of wha t it is  and how TEP tracks  the  me tric,

for each metric provided in response  to part a ) of this  question please  provide  and any a ll
da ta  tha t TEP tracks with respect to the  metric,

please  expla in how each metric identified in part a ) of this  question is  the  same or different
de pe nding on the  va rious  volta ge  le ve ls  tha t TEP  ope ra te s  (Ag. 500 kg, 345kV, l38kV,
46 kg, 13.8 kg, 4.16 kg, e tc.),

any and a ll da ta  tha t proves  tha t inte rmittent gene ra tion from DG is  crea ting grea te r load
imbalance ,

a ny a nd a ll da ta  tha t prove s  tha t inte rmitte nt ge ne ra tion from DG is  cre a ting gre a te r
fluctua tions  in voltage ,

a ny a nd a ll da ta  tha t prove s  tha t inte rmitte nt ge ne ra tion from DG is  cre a ting gre a te r
fluctua tion in frequency,

please  expla in how, if any, inte rmittent gene ra tion from DG impacts  the  cos t of providing
se rvice  from TEP  due  to gre a te r loa d imba la nce  toge the r with a ny a nd a ll e ngine e ring
studies tha t support the  explanation and cost by month for the  last ten years.

please  expla in how, if any, inte rmittent gene ra tion from DG impacts  the  cos t of providing
s e rvice  from TEP  due  to  gre a te r fluctua tions  in  volta ge  toge the r with  a ny a nd a ll
engineering studies that. support the  explanation and cost by month for the  last ten years.

please  expla in how, if any, inte rmittent genera tion Horn DG impacts  the  cos t of providing
s e rvice  from TEP  due  to gre a te r fluctua tion of fre que ncy toge the r with a ny a nd a ll
engineering studies tha t support the  explanation and cost by month for the  last ten years.

RES P ONS E:

Please  see  the  following files , as  re ferenced be low.

Be low is  a  lis t of Ba la ncing Authority ("BA") Are a  me trics  tha t TEP  is  conce rne d a bout
with respect to DG. Metrics  a re  ca lcula ted and s tored by the  Energy Management System
("EMS") in company da tabases .
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Area Control Error ("ACE")

Per the NERC Glossary of Terms (see RUCO 3.l7(a) NERC
Glossary_of_Terms.pdt),  "The instantaneous difference between a Balancing
Authority's net actual and scheduled interchange, taking into account the effects of
Frequency Bias, correction for meter error, and Automatic Time Error Correction
("ATEC"), if operating in the ATEC mode. ATEC is only applicable to Balancing
Authorities in the Western Interconnection."

Frequency Response Measure ("FRM")

Per the NERC Glossary of Terms, "The median of all the Frequency Response
observations reported annually by Balancing Authorities or Frequency Response
Sharing Groups for frequency events specified by the ERO. This will be calculated
as MW/0.lHz."

Frequency Response Obligation ("FRO")

Per the NERC Glossary of Terms, "The Balancing Authority's share of the required
Frequency Response needed for the reliable operation of an Interconnection. This
will be calculated as MW/0.lHz."

Disturbance Control Standard ("DCS")

Per the NERC Glossary of Terms, "The reliability standard that sets the time limit
following a Disturbance within which a Balancing Authority must return its Area
Control Error to within a specified range."

Balancing Authority ACE Limit ("BAAL")

A Balancing Authority-specific limit on ACE derived from the BA's frequency
bias, scheduled frequency, actual interconnection frequency, and epsilon, a targeted
frequency bound defined by NERC for each interconnection. Also referred to as
"Reliability-based Control," or RBC. BAs may not exceed either a BAAL High or
BAAL Low for longer than 30 minutes. Definitions and calculations from BAL-
001-2 (see file RUCO 3.l7(b) BAL-002-Lpdf), which goes into effect on July l,
2016. RBC has been in effect as a field trial in WECC since March l, 2010, and
WECC has monitored BA compliance with RBC since then.

Contingency Reserve ("CR")

Per the NERC Glossary of Terms, "The provision of capacity deployed by the
Balancing Authority to meet the Disturbance Control Standard ("DCS") and other
NERC and Regional Reliability Organization contingency requirements.  The
provision of capacity that may be deployed by the Balancing Authority to respond
to a Balancing Contingency Event and other contingency requirements...."

TEP objects to this request as providing all data collected by TEP with regard to the metrics
in part a) would be overly burdensome. However, without waiver of objection, the data
collected for metric calculations are specified in various NERC and WECC documents and
are listed below.

The ACE calculation is comprised of the components specified in RUCO 3.17(b) BAL-
001-Lpdf.

Arizona Corporation Commission ("Commission")
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Sitei
t AC MW Capacity Loca tion TEP Owned

» Picture Rocks (aka FRV) 20 Mara fa, AZ No, PPA

Avra Valley (aka NRG) 25 Marina, AZ No, PPA

I

Fort Huachuca Phase I 13 .6 Sierra Vista, AZ Yes

U of Tech Park (UASTP I & ll) 5.3

U of A Tech Park (Amonix, Cogenra,

E.On Tech Park, Goto Montes Solar) 12 Tucson, AZ1 No, PPA
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L y

c.

d.

Frequency Response Measure is comprised of the components in RUCO 3. 17(b) BAL-003 -
l.1.pdf.

Frequency Response Obligation is comprised of the components in RUCO 3.l7(b) BAL-
003-1.l.pdf.

Compliance with the Disturbance Control Standard is calculated in accordance with RUCO
3.l7(b) BAL-002-1 .pd.

Balancing Authority ACE Limits are comprised of the components RUC() 3.l7(b) BAL-
001-2.pd£

Contingency Reserve is comprised of the components in RUCO 3.1 '/(b) BAL-002-WECC-
2.pdf.

Data is collected and calculations are performed by the EMS every 2 seconds.

Voltage level is not taken into consideration for any of the metrics listed in part a).

The TEP Balancing Authority considers DG variability in 10 minute increments. This is
because reserves, both spinning and non-spinning, are calculated by what they can provide
within 10 minutes. Please see RUCO 3.l7(d) 2015_Sarnple_Variability.xlsx.

Ten-minute output values from different large-scaie distributed solar sites connected to the
TEP system can be summed and compared to show an aggregate 10-minute variability. At
the BA level, there is no differentiation between TEP-owned and PPA DG sites, these sites
are all metered into the TEP Balancing Authority at the transmission or distribution level
and do not reside behind customer meters,  so the effect on the BA Area is the same
regardless of whether they are TEP-owned or PPAs.

Tucson, AZ Yes

These example sites comprise about 76 MW of AC rated capacity, and they reside in
Southern Arizona within the TEP metered boundary. These are sites which TEP either
owns or has PPAs with, meters directly to its EMS for the calculation of generation and
load, and do not reside behind any customer meters.

When generation within a Balancing Authority fluctuates, it causes other generation on
Automatic Generation Control to fluctuate, as well as the amount of interchange over BA
Area ties. These changes also cause fluctuations in the BA ACE, making it more difficult
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to comply with re levant re liability s tanda rds  like  BAAL because  changes  can happen so
rapidly and unpredictably.

The maximum positive  10-minute  variability measured in the  aggregated 2015 data  is  26.4
MW or 34.73%, and the  maximum nega tive  10-minute  va riability measured is  -44.7 MW
or -58.94%.

The  DG s ite s  us e d in this  e xa mple , which a re  ge ogra phica lly dive rs e  within S outhe rn
Arizona  and the  Tucson Valley, can exhibit la rge  changes over short periods of time, even
whe n a ggre ga te d. Applying this  be ha vior to the  e ntire ty of the  dis tribute d s ola r in the
Tucson Valley shows the potentia l for the Valley's aggregated solar to have serious impacts
to the  requirements  of traditiona l genera tion, the  BA Area  inte rchange  tie s , BA ACE, and
ability to mainta in opera ting reserves . The  nega tive  variability coupled with normal system
dis turba nce s  ca n de ple te  re s e rve s  ma king it difficult to ma inta in complia nce  with the
metrics  mentioned above .

P os itione d be hind cus tome r me te rs , dis tribute d ge ne ra tion will cha nge  the  a mount of
power the  customer draws. Small fluctua tions in customer load are  expected and nominal,
and even la rge r fluctua tions  exhibited by a  few cus tomer mete rs  will be  le ss  obvious  a t a
sys te m le ve l. Howe ve r, whe n ma ny cus tome rs  utilize  dis tribute d sola r ge ne ra tion, the
aggrega ted impacts  will increase  to leve ls  tha t will impact the  overa ll sys tem and metrics .

Othe r s tudies  rega rding dis tributed genera tion and cus tomer load may be  viewed on the
SVERI Public Access  Data  Porta l a t sveri.uaren.org.

Re s ults  from inte rconne ction s tudie s  routine ly pe rforme d for dis tribute d ge ne ra tion
facilities indicate  that large penetra tion levels of distributed generation resources can cause
fluctua tions  in dis tribution sys te m volta ge . TEP  ca nnot provide  copie s  of the se  s tudie s
since  they conta in sensitive  customer information and require  the  consent of the  customer.

Any and all generation within an interconnected system has an effect on system frequency,
therefore , any new genera tion introduced to a  power system, including DG, will contribute
to devia tions  in frequency.

Due to the relative size  of DG versus total system generation capacity, frequency deviations
spe cifica lly a ttributa ble  to sola r DG ha ve  not be e n me a sure d within the  TEP  BA Are a .
Howe ve r, a s  DG pe ne tra tion be come s  a  la rge r pe rce nta ge  of ove ra ll ge ne ra tion, TEP
expects  the  adverse  effects  of DG to become more  visible  and more  easily a ttributable .

While  variability of solar distributed genera tion has been observed, TEP has not ca lcula ted
the  direct costs  as of yet.

While  variability of solar distributed generation has been observed, TEP has not ca lcula ted
the direct costs as of yet.

As previously sta ted, due to the re la tive size  of DG versus tota l system generation capacity,
frequency devia tions  specifica lly a ttributable  to sola r DG have  not been measured within
the  TEP BA Area . Howeve r, a s  DG pene tra tion becomes  a  la rge r pe rcentage  of ove ra ll
generation, TEP expects the adverse effects of DG to become more visible  and more easily
a ttributable .
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RESPONDENT:

Lauren Brings / Ana Bustamante (e and h)

wITnEss:
Carmine Tillman / Susan Gray
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RUCO 3.18

RE: Tillman Direct at 7:2-18, with respect to the discussion of impacts of intermittent

generation, for distributed generation (DG) resources owned by the Company, please
provide the following:

a list of each and every operational metric that TEP is concerned about with respect to DG
with a definition of what it is and how TEP tracks the metric,

for each metric provided in response to part a) of this question please provide any and all
data that TEP tracks with respect to the metric,

please explain how each metric identified in part a) of this question is the same or different
depending on the various voltage levels that TEP operates (e.g. 500 kg, 345kV, I38kV,
46 kg, 13.8 kg, 4.16 kg, etc.),

any and all data that proves that intermittent generation from DG is creating greater load
imbalance,

oD .

a ny a nd a ll da ta  tha t prove s  tha t inte rmitte nt ge ne ra tion from DG is  cre a ting gre a te r

fluctua tions  in voltage ,

a ny a nd a ll da ta  tha t prove s  tha t inte rmitte nt ge ne ra tion from DG is  cre a ting gre a te r

fluctua tion in frequency,

please  expla in how, if any, inte rmittent genera tion from DG impacts  the  cos t of providing
se rvice  from TEP  due  to gre a te r loa d imba la nce  toge the r with a ny a nd a ll e ngine e ring
studies that support the  explanation and cost by month for the  last ten years.

please  expla in how, if any, inte rmittent genera tion from DG impacts  the  cos t of providing
s e rvice  from TEP  due  to  gre a te r fluctua tions  in  volta ge  toge the r with  a ny a nd a ll

engineering studies that support the  explanation and cost by month for the  last ten years.

please  expla in how, if any, inte rmittent genera tion from DG impacts  the  cos t of providing
s e rvice  from TEP  due  to gre a te r fluctua tion of fre que ncy toge the r with a ny a nd a ll

engineering studies that support the  explanation and cost by month for the  last ten years.

RES P ONS E:

Please see TEP's responses to RUCO 3.17.

RES P ONDENT:

Lauren Brigs  (a -d, f, g) / Enginee ring (e , h, i)

w IT n E s s

Ca rmine  Tillma n / S us a n Gra y
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RUCO 3.19

RE: Tillman Direct at 8:4-27 through 9:1-2, please provide any and all engineering studies that

TEP has performed that the excess energy from Distributed Generation resources not owned by
TEP can result in increased

a. operations and maintenance costs,

b. equipment wear and tear,

c. energy flowing back up through the distribution system, and

d. during the shoulder months often results in reverse power flow and overload conditions.

RESPONSE :

a. TEP has not performed any engineering studies that specifically attribute an increase in
operations and maintenance cost to Distributed Generation. However, on a regular basis
TEP performs interconnection studies for large non-TEP owned distributed generation
facilities which indicate that large penetration levels of distributed generation have impacts
on system voltage during fluctuations of generation typically found with intermittent
generation resources. During the intermittent generation periods, equipment upstream on
the TEP distribution system are required to operate more hequently to compensate for the
swings in system voltage. Maintenance costs for  devices installed throughout the
distr ibution system to control voltage,  such as transformer load tap changers,  line
capacitors, and voltage regulators will increase as these devices are required to operate
more frequently.

Distr ibution equipment will be required to operate more frequently as distr ibuted
generation penetration levels increase. As operation of these devices increase, wear and
tear will increase, and additional maintenance will be required to maintain proper operation
of the distribution system.

TEP performs feasibility studies as required by the company's Distributed Generation
Interconnection Rules ("DGIRs") (https://www.tep.com/custorner/construction/esr/).
These studies generally include power flow simulations and voltage sag analysis, based
upon assumptions of the customer's particular system characteristics as submitted in the
interconnection application. TEP analyzes the voltage regulation issues arising from the
intermittent solar availability, and based upon engineering analysis and calculations these
reports can and do show energy flowing back into the distribution system as part of the
engineering modeling.  TEP is not able to provide these studies for  non TEP owned
facilities due to confidentiality constraints.

The same studies show an increase in reverse power to the grid during the light load case.d.
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Renewable  Res ources: P le a se  provide  a  na rra tive  dis cus s ing how the  Compa ny ha s  e ithe r
implemented and/or researched the  use  of advanced inverters  or other technologies to control PV
generation at the  source.

RES P ONS E:

The  Compa ny is  in  the  proce s s  of s tudying the  impa cts  of imple me nting re a ctive  powe r

re quire me nts  to be  provide d by the  inve rte rs  for Compa ny-owne d P V ge ne ra tion fa cilitie s .

Advanced inve rte rs  have  the  ability to provide  reactive  power production day or night tha t may

help support grid voltage  where  necessary.

The  Company has  constructed a  tes t sola r system with a  Smart Inverte r on the  Irvington campus

in Tucson with remote  controls  enabled. This  sys tem has  been used to deve lop ins ta lla tion and

communica tion s ta nda rds  a nd will a llow for de ve lopme nt of the  ne w S ma rt Inve rte r control

se ttings . The  te s t sys tem will be  used to s tudy the  e ffects  of time  va rying control se ttings  ve rsus

active  optimiza tion control. Other control se tting s tra tegies  will be  investiga ted with the  system as

they are developed.

The  Compa ny ha s  pa rtne re d with One  Cycle  Control ("OCC") to inve s tiga te  the ir te chnologie s
tha t ma y s upport the  inte gra tion of dis tribute d ge ne ra tion. The  OCC de vice s  a re  s ma ll-s ca le
dynamic VAR compensa tors  tha t cla im they can he lp control voltage  a t the  dis tribution leve l more

precise ly and autonomous ly than othe r device s  or te chnologie s . This  te chnology is  planned for
ins ta lla tion a t an exis ting Company-owned PV facility by the  end of the  firs t quarte r 2016.

The  Company has  been in collabora tion with the  Univers ity of Arizona  a t the  Tech Park where  a

smart inverte r and ba tte ry sys tem a re  e lectrica lly tied to a  sola r fie ld. The  sys tem has  been used

to a s s e s s  the  via bility of controlling s ola r ra mp ra te s , te s ting s e ns itivity of the  grid  to  DG
fluctua tion a nd a lso us ing we a the r informa tion to s che dule  curta ilme nt to gua ra nty s ta ble  P V

output on cloudy days.

The  Company has  identified the  West Ina  Substa tion as  a  preferred loca tion for the  insta lla tion of
sola r gene ra tion a long with othe r supporting technologie s . The  goa l of this  project is  to achieve

increased energy delivery efficiency and system re inforcement cost avoidance  for West Ina  Tl and
TO thru ins ta lla tion and automa tion of dis tributed re sources . The re  a re  4 pa rts  to achieving the
goa ls  of the  project: the  Res identia l Sola r project, a  centra l monitoring sys tem, an autonomous

de cis ion a pplica tion a nd a  communica tion ne twork. Engine e ring  ha s  be e n  working  on
communica tion a nd control options  to s upport the s e  goa ls . The  communica tion ne twork is

required to enable  control of a ll DG resources .

RES P ONDENT:

Carmine  Tilghman / Chris  Flee r or
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Please provide a narrative discussing how DG increases operating and
maintenance costs and equipment wear and tear. [Tillman 8:19]

STF 1.23

Renewable Resources:

RES P ONS E:

In genera l, inte rmittent resources like  solar DG are  subject to fast and extreme changes in output.
Conventional genera tion resources, which are  used to follow the  load and regula te  frequency, a re
re quire d to cha nge  the ir output more  fre que ntly a nd more  quickly tha n be fore . More  fre que nt
operation at faster rates increases wear and tear on the equipment, and therefore maintenance costs.

In  a ddition , the  Compa ny's  ope ra ting  a nd ma inte na nce  cos ts  ha ve  incre a s e d  re la te d  to
inte rconnection facilities  required for la rger-sca le  DG. This  includes  the  scheduled inspection and
replacement of equipment required to support the  proper integra tion and opera tions  of la rger DG
fa cilitie s .

The  idea  tha t inte rmittent re sources  crea te  additiona l cha llenges  and se rvice  on the  dis tribution
grid is  we ll documented throughout the  industry. Whitepapers , presenta tions , and othe r forms of
documenta tion a re  wide ly ava ilable  from organiza tions  such as  Nationa l Renewable  Engineering
La bora tory ("NREL"), Ma s s a chus e tts  Ins titu te  of Te chnology ("MIT"), La wre nce  Be rkle y
Engine e ring La bora tory ("LBEL"), S ola r Ele ctric P owe r As s ocia tion ("S EP A"), S outhwe s t
Va ria ble  Ene rgy Re source  Initia tive 's  ("S VERI"), a nd othe rs . Be low is  a  pa rtia l lis t of publicly
available  documents from these entities covering a  variety of issues associated variable  generation.

'v
J .

1. We s te rn Ele ctricity Coordina ting Council's  Va ria ble  Ge ne ra tion S ubcommitte e  Ma rke ting
Workgroup whitepape r - "Electricity Marke ts  and Va riable  Gene ra tion Integra tion".
We s te rn  Ele ctricity Coordina ting Council's  --. "WECC Va ria ble  Ge ne ra tion P la nning
Refe rence  Book: A Guidebook for Including Variable  Genera tion in the  P lanning Process".
MIT S tudy on the  Future  of Sola r Ene rgy, specifica lly Chapte r 7 - Integra tion of Dis tributed
Photovolta ic Genera tors . https ://mite i.mit.edu/futureofsola r
North Ame rica n Ele ctric Re lia bility Corpora tion (NERC) S pe cia l Re port: Accommoda ting
High Le ve ls o f Va ria ble Genera tion, Ap ril 2009.
http://www.ne rc.com/file s /IVGTF_Re port_04 l609.pdf
We s te rn Wind a nd S ola r Inte gra tion S tudy - "Ana lys is  of Cycling Cos ts  in We s te rn Wind
and Sola r Integra tion S tudy". http://www.nre l.gov/docs /fylZos ti/54864.pdf
NR E L - "F u n d a m e n ta l Drive rs  o f th e  C o s t a n d  P ric e  o f O p e ra tin g  R e s e rve s ".
http://www.nre l.gov/docs /fyl3os ti/5849l .pd

7. Inte rtek APTECH report prepa red for NREL and WECC - "Power P lant Cycling Cos ts"

RES P ONDENT:

Ca rmin e  Tillma n
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Renewable Res ources : Please provide a  narrative discussing how the Company has estimated or
me a s ure d individua l fe e de rs  s ubje ct to re ve rs e  ove rflow a nd ove rloa d conditions . [Tillma n

8221]

RES P ONS E:

The Company meters and monitors the specific cases where reverse powertlow occurs at the feeder

le ve l to e ns ure  ope ra tions  a re  within indus try tole ra nce  a nd Compa ny-owne d fa cilitie s  a re

opera ting within design parameters .

The Company also monitors the  amount of distributed generation insta lled by feeder and conducts

s pe cific  fe e de r s tudie s  if ne ce s s a ry to  e s tima te  pote ntia l re ve rs e  powe rtlow conditions .

Specifica lly, a  recent inte rconnection s tudy has  identified feeder conductor overloads  due  to the

insta lla tion of customer-owned genera tion a t the  end of the  feeder.

RES P ONDENT:

Ca rmine  Tillma n / J im Ta ylor/ Chris  Fle e r or/ Chris  Linds e y
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1

2 Q.

INTRODUCTION

PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION.

3

4

5

6

My name is Frank W. Radigan. I am a principal in the Hudson River Energy

Group, a consulting firm providing services in electric, gas and water utility

industry matters, and specializing in the fields of rates, planning and utility

economics. My office address is 235 Lark Street, Albany, New York 12210.

7

8 HAVE y o u PREVIOUSLY SUBMITTED TESTIMONY IN THIS

9 PROCEEDING?

40 Yes, on June 3, 2016 I submitted testimony on behalf of the Residential

11

12

13

14

15

16

Util i ty Consumer Office ("RUCO") with respect to certain revenue

requirement issues in this case. On June 24, 2016 I submitted testimony

which addressed other aspects of Tucson Electric Power Company's

presentation ("TEP" or "the Company") with respect to revenue allocation

and rate design. At that time, RUCO witness Lon Huber also submitted

testimony with respect to rate design issues.

17

18 SCOPE_QF TESTlMO_NY

WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS PROCEEDING?19
20
21 I have been asked to review the Settlement Agreement submitted on August

22 15, 2016 with respect to the revenue requirement aspects of this case and

23 comment on the rebuttal testimony of parties as it relates to 1) revenue

A.

Q.

A.

Q.

A.

1
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1

2

allocation of the rate increase amongst service classes and 2) the proposed

consolidation/elimination of many of the lifeline rate rates.

3

4 SUMMARY OF TESTIMONY

5 Q. PLEASE SUMMARIZE YOUR TESTIMONY.

6 Under the terms of the Settlement Agreement TEP shall receive a non-fuel

7 base rate increase of $81 .5 million over adjusted test year non-fuel retail

8

9

revenues. This compares to TEP's initial request for a non-fuel base rate

increase of $109.5 million. Of the allowed non-fuel base rate increase, $15.2

10

11

12

13

14

million is contingent upon TEP purchasing a 50.5% share of Unit I of

Springerville Generating Station ("SGS Unit 1). In the original filing TEP

proposed to recover the $15.2 million of costs related to SGS Unit 1 in the

PPFAC but now proposes to recover that money in base rates. Thus, the

costs related to SGS Unit 1 are revenue neutral and the non-fuel base rate

15

16

17

18

19

20

21

22

increase in the settlement as compared to the original filing is $66.3 million

or $43.2 million less than the Company originally asked for. Stated another

way TEP has settled for approximately 60% of the base rate increase it

originally sought. I note that many of the adjustments that RUCO witnesses

made in original testimony were addressed in the settlement, which l will

address in more detail below. Overall while RUCO did not get all it was

seeking in the case, and neither did the Company or Staff, I believe the

Settlement Agreement is a fair outcome to the rate case.

A.

2
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1

2

3

There is one issue that does not impact the base rate increase addressed

in the settlement but does impact the overall rates that customers pay as it

would flow through the PPFAC. That issue which was not addressed in the

4 Settlement Agreement is the rate treatment of non-jurisdictional sales

5

6

7

above the amount imputed into base rates. Long term wholesale sales,

contracts over a year in length, are sold at rates approved by the Federal

Energy Regulatory Commission and are known as non-jurisdictional sales.

8 The assets to make these sales are the Company's generating units. For

9 rate raking purposes an estimate of the amount of non-jurisdictional sales

10 is made and excluded from the income statement. In this case the

11

12

Settlement imputed a certain number of non-jurisdictional sales but we

know that some contracts will be in place after the rates in this case are set

13

14

15

16

17

18

19

and the Company has a long history of entering into these contracts when

opportunities arise. If no rate treatment is specified for the treatment of the

profits from these transactions the Company will be allowed to retain 100%

of profits from generating units whose costs are supported by retail

ratepayers. This would be inequitable and I propose that 80% of the profits

from these sales be passed back to retail ratepayers and 20% be retained

by the Company as an incentive to keep making off system sales when the

20 opportunity arises.

21

22

23

The last issue I address is the importance to note that the Settlement

Agreement did not address the rate design aspects of the case and some

3
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1

2

3

4

5

6

7

8

of those are still in contention. In my original rate design testimony I noted

that while TEP proposed revenue allocation did follow the general results of

the embedded cost of service study, I believe the relative rates of return of

the service classes could be better improved if one more closely followed

the results of the cost of service study. l have reviewed the direct testimony

of Staff Witness Solganick on this subject as well as the Rebuttal Testimony

of Craig A. Jones. l would note that Staff witness Solganick's recommended

revenue allocation closely resembled mine. I also note that while Mr. Jones

9

10

recommended allocation in rebuttal testimony better aligned the

recommended revenue allocation with the results of the cost of service

11

12

study, I believe both mine and Staff's followed the results closer and

resulted in rates that were closer to the cost to service as indicated by the

13

14

cost of service study. At this point in the proceeding RUCO would support

Staff's recommend revenue allocation as adjusted for the Settlement

15 Agreement recommended rate increase.

16

17

18

19

20

21

22

23

For Lifeline rates, given the very large rate increase that the Company is

proposing after reading Mr. Jones rebuttal testimony on this issue, I

continue to not support the Company's proposal to reduce the current 27

rate offerings down to 5. As l noted in my original rate design testimony

while I do not object to the Company's proposal for new customers where

they will receive a fixed discount, the proposal for the existing customers is

unacceptable from a customer impact point of view. l propose that the

4.

4
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1

2

3

Company reconsider its proposal and 1) develop a new one where existing

frozen classes remain as is, and 2) for non-frozen classes, redevelop a rate

proposal that does not result in undue customer rate impacts.

4

5 REVENUE REQUIREMENT

6 PLEASE COMMENT ON THE REASONABLENESS OF THE NON-FUEL

7 BASE RATE INCREASE CONTAINED IN THE SETTLEMENT

8 AGREEMENT.

9 Under the terms of the Settlement Agreement TEP shall receive a non-fuel

10 base rate increase of $81.5 million over adjusted test year non-fuel retail

11

12

13

14

15

16

17

revenues. This compares to TEP's initial request for a non-fuel base rate

increase of$109.5 million. Of the allowed non-fuel base rate increase, $15.2

mil l ion is  cont ingent  upon TEP purchasing a 50.5% share of  Unit  l  of

Springerville Generating Station ("SGS Unit 1). In the original filing TEP

proposed to recover the $15.2 million of costs related to SGS Unit 1 in the

PPFAC but not proposes to recover that money in base rates. Thus, the

costs related to SGS Unit 1 are revenue neutral and the non-fuel base rate

18

19

20

21

increase in the settlement as compared to the original filing is $66.3 million

or $43.2 million less than the Company originally asked for. Stated another

way TEP has settled for approximately 60% of the base rate increase it

originally sought.

22

A.

Q.

5
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1

2

3

4

5

In my revenue requirement testimony in the case I testified on the proper

level of the jurisdictional sales allocator which reflects the impact of

wholesale power sales that TEP makes with its generation assets, the

proper level of post test year plant, depreciation expense relating to

generating plants, weather normalization of residential retail sales and the

6 appropriate rate treatment of the Company's headquarters building. Post

7

8

9

test year plant, depreciation expense relating to generating plants, the

jurisdictional sales allocator and the rate treatment of the headquarters

building were all directly addressed in the terms of the Settlement

10

11

12

13

14

15

Agreement. These issues together with other issues raised by the other

RUCO witnesses, Mr. Mease and Milchik, most notably rate of return and

employee compensation/benefits are all reflected in the terms of the

Settlement Agreement and played a significant part in reducing the rate

request. Overall, while RUCO did not get all it was seeking in the case I

believe the Settlement Agreement is a fair outcome to the rate case.

to

17 Q. COULD you PLEASE COMMENT ON THE RATE TREATMENT OF

18 NON-JURISDICTIONAL SALES ABOVE THE AMOUNT IMPUTED IN

19 RATES?

20

21

22

23

Yes, the settlement agreement reflects TEP's rebuttal position on the

imputation level of non-jurisdictional sales in rates. Long term wholesale

sales, contracts over a year in length, are sold at rates approved by the

Federal Energy Regulatory Commission. In the Company's presentation it

A.

6
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1

2

3

4

5

6

7

8

9

10

11

adjusts the income statement and rate base calculations so that the plant

associated with these transactions are not recovered within jurisdictional

base rates (Dukes direct at 51 ). In its original presentation TEP developed

their pro-forma adjustment the Company removed 200 MW out of the 296

MW of FERC jurisdictional contracts that were in place in the test year. TEP

excluded two expiring long-term wholesale contracts with Salt River Project

("SRP") and Shell Energy (100 MW each) because the SRP contract

expired on May 31, 2016 it excluded the Shell Energy contract because it

will only be in effect for one year after rates are set in this rate case

proceeding (Sheehan rebuttal at page 8). The exclusion of what contracts

to include and what contract to exclude became an issue in the rate case

12

13

and in rebuttal TEP proposed a pro forma adjustments that include a new

long-term wholesale contract that was entered into with Navopache Electric

14 Cooperative ("NEC") in September 2015 (Ibid).

15

16

17

While this provides a level of wholesale sales imputed for ratemaking

purposes in the Settlement Agreement the issue does not end there. For

18

19

20

21

example we know the Shell contract will be in place after rates are set and

if nothing else is done the utility will be allowed to keep all profits from this

contract. In addition, per the Company's 2016 IP we know the contract

with the TRlCO Electric Cooperative will increase in 2018 from 50 MW to

7
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1 85 MW and sales will double from 40 GWH to 83 GwH.1 If this is

2

3

4

5

6

7

8

9

10

11

unaddressed it would just benefit the utility even though we are positive that

it is going to happen. Both of these contracts were entered into after the

Company purchased Gila River 3 whose costs are now reflected in rates. It

is inequitable for the Company to profit off the sales of generator output that

is supported by retail customers. The Company should still have an

incentive to make these sales, however, or else they just wouldn't bother

and both the utility and ratepayers would be worse off. Thus, l propose that

80% of the profits from these sales be passed back to retail ratepayers and

20% be retained by the Company as an incentive to keep making off system

sales when the opportunity arises.

12

13

14 Q.

REVENUE ALLOCATION.

COULD YOU PLEASE DISCUSS THE ISSUE OF REVENUE

15 ALLOCATION?

16

17

18

As I noted in my original rate design testimony revenue allocation is a two

part exercise where the first step is to correct for any imbalances that exist

between service classes in providing the utility an adequate rate of return

19 and the second is to allocate the rate increase among service classes. In

20

2t

the first step, the results of the cost of service study are reviewed to

determine how each service classification is doing with respect to providing

'TEP 2016 IP , page  30

e

A.

8
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1

2

3

4

5

6

7

the utility with the earned rate of return. If a service class is providing less

than the average, in an ideal world, it should be given a greater than

average increase to bring its earned rate of return up to the average. For

example, if the utility is earning a 10% overall average rate of return and

one particular service class is earning a 7% rate of return while another is

earning a 13% rate of return, then the rate designed would give a higher

than average increase to the first service class, in the example, and a lower

8 than average increase to the second service class, in the example.

9

10 Q. COULD you PLEASE SUMMARIZE WHERE PARTIES ARE AT THIS

11 STAGE IN THE PROCEEDING?

12

13

Yes. In my original rate design testimony I proposed an alternative to the

Company's recommended allocation and l note that Staff did as well. The

14

15

16

17

18

19

20

21

22

Company adjusted it position in the rebuttal testimony of Craig Jones.

While mine and the Company's original position was based on TEP's

original proposed revenue requirement, Staff's recommended allocation

was based on its recommended revenue requirement and the Company's

rebuttal position was based on its updated revenue requirement. In order to

get each parties position on revenue allocation in the proper perspective of

one another developed the table below which shows how much each party

is allocating to a service class relative to the overall average. Put another

way, if a party is recommending one service class get a 15% increase while

23

A.

9
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1 the utility overall is getting a 10% increase then that class would be getting

2 1.5 times the average. If the overall average was 8% and the service class

3 was getting a 12% increase it would be still getting 1.5 times the average

4 increase. Again, any time a service class gets more than an average

5 increase it improves the relative rate of return of the class.

6

TEP

Revenue Allocation - % Increase Relative to Overall Increase

Company

Original Staff RUCO

Company

Rebuttal

URORas

File d

7

Res

GS

LGS

LPS

Lighting

Total

0.88

0.24

3.07

0.11

2.09

1.00

1.90

o. 16

0.21

n /a

4. 25

1.00

1.60

0.39

1.03

0.30

1.66

1.00

1.39

0.18

2.45

-5.31

2.65

1.00

-0.29

3.50

0.83

2.42

-2.86

1.00

8

g I have also included a column which shows the relative contribution of each

10 service class relative to the Uniform Rate of Return. This is helpful as a

11 metric to compare how each service class is providing a rate of return

12 relative to the overall rate of return of the utility. For example if the utility is

13 earning an overall 8% rate of return and service class ABC is earning an

14 6% rate of return it is 0.75 relative to the total. If service class XYZ was

15 earning a 13% rate of return it would earning 1.625 times relative to the

16 total. This way one can easily see that a service class with a relative rate

17 of return lower than 1.0 should get an above average increase and one with

10
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1 a relative rate of return greater than 1.0 should get a less than average

2 increase.

3

4

5

Based on this table I conclude that both Staff and my recommended

revenue allocation are most in line with the results of the cost of service

6

7

study and either could be used to set rates. Staff"s method was based on

a series of runs of the cost of service model and moving the Residential and

8

9

10

11

12

13

14

15

16

Lighting Classes closer to parity (Solganick Direct at page 23). They then

chose one that they thought best balanced rate impacts and the results of

the cost of service study. My method was more based on first rate impacts

and second on the results of the cost of service study. That cannot be said

for the Company's original or rebuttal position. In both cases it punishes

the Large General Service Class by giving much higher increases while

favoring the Large Power Service Class. Staff's method is more formalistic

and can be more easily used in whatever revenue requirement results from

the case as it is based on a precise measure of how much each class should

17 move. As such, I recommend that Staff's method be used to design the

18 final revenue allocation in the case.

19

20
21
22
23
24
25
26

11
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1
2
3

RATE DESIGN

Q. WHAT IS YOUR RECOMMENDED RATE DESIGN FOR THE LIFELINE

4 RATE S ?

5

6

In its original presentation Company witness Jones proposed major

changes to its low income rates which are referred to as Lifeline rates. The

7

8

9

10

11

12

13

14

15

Company proposes to change the current rates that give either a fixed

discount or discounts from the otherwise applicable rates to a single uniform

discount off of each of the residential rates (Jones Direct at 57). The

modifications would reduce the 27 existing tariffs down to five different open

rate options, one for each of the five existing residential rates, and apply a

flat $15.00 per month discount, limited to a reduction of the bill down to zero

dollars (Ibid). The Company is also proposed changes to its frozen Lifeline

rate options that will reduce them from 22 to five different options (Jones

Direct at 58).

16

17
18
19

Q. COULD you PLEASE COMMENT on THE COMPANY'S PROPOSAL?

20

21

22

23

24

25

In my rate design testimony I noted that the Company's proposal resulted

in very large rate increases to the customers being served under the lifeline

rate options being proposed by the Company (Radigan Direct on Rate

Design at 10). Moreover, l noted that the Company's proposal is not

supported by the facts as presented. Many of these existing rates receive

either a fixed discount in dollars or a discount as a percentage. As these

are existing in the current billing program there is little administration to

12

A.

A.

l lm
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t them. In addition, many of these rates are frozen, 22 of them, and don't

2

3

4

5

6

7

even apply to new customers. The fact that the Company states that 11 of

the 27 rate schedules have less than 20 customers on them so the question

must be asked as to why even bother going to so much effort for so few

(ibid). In rebuttal testimony Mr. Jones states that l make light of the burden

this puts on the Company (Jones Rebuttal at age 49). He notes that it is

burdensome because no matter how few customers the class is tracked for

8

9

reporting purposes and be included in every report (Ibid). He states this

takes a great deal of time and effort (ibid).

10

11

12

13

14

15

16

Mr. Jones also responded to my comment that I could find no evidence that

it proposed the envisioned cost reductions due to the elimination of these

service classes by stating that the Company is trying to identify an area that

can be streamlined in a way that will eventually allow for more productive

use of employees time and our customer's dollars (Jones rebuttal at 50,

emphasis added).

17

18 PLEASE RESPOND TO MR. JONES.

19

20

21

I do not make light of the situation but I must note that these are exiting

customers who are already in the billing system, already in all reports and

most of the rate frozen so that new customers are not allowed in which

22

23

would add to the Company's daily work load. I do not discredit that the

Company has to put effort into maintaining these rates but I balanced that

A.

Q.

13
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1

2

3

4

against the large increases being proposed (Per Jones Rebuttal CAJ R-3,

Schedule H 2-2 some lifeline rate options receiving 50% increases per

subclass) and simply stated that the Company's proposal not be imposed

on existing customers due to the rate impacts. l also balanced the fact that

5

6

7

the Company's proposed cost savings are unidentified and may only occur

far out into the future. In sum, I do not make light of the Company's

presentation but could find no evidence that it has merit when measured

8 against the certain large rate impacts being proposed.

9

10 Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY AND

11 TESTIMONY IN SUPPORT OF THE SETTLEMENT?

12 Yes, it does.

13

14

A.

14
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EXECUTIVE SUMMARY

The Residential Utility Consumer Office ("RUCO") has reviewed the testimony of
Tucson Electric Power, Inc. ("Company" or "TEP") on rate design. The Company's
proposal can be summarized by the following four points,

• increasing the basic service charge for residential and general service
customers,
Reducing the number of volumetric tiers from four to two tiers,

- Creating a new net-metering rider for DG customers with the export rate
linked to a utility scale PPA price.
Requiring all new distributed generation (DG) customers to move to a three-
part rate.

The Company's proposal for DG customers focuses on fixed cost recovery. While
RUCO thinks this is important, RUCO also believes better price signals can and
should be sent to DG adopters. A balance between fixed cost recovery and
accurate price signals that reduce long-term costs for ratepayers must be obtained.

The attached rate designs are for illustrative purposes, using preliminary numbers
to give parties an indication of the level of price signals RUCO deems appropriate
to send. Full rate schedules will be developed once RUCO reviews the positions
of other parties and receives further input from stakeholders.

RUCO continues to recommend a traditional rate design for the vast majority of
TEP customers along with a serious commitment to rate modernization and peak
demand reduction.

To achieve this, RUCO presents the following recommendations:
Stable fixed charge

- Three tier inclining block rate
- A default three tier time of use (TOU) rate for high energy users with a three-

hourpeak
- Optional three part Tou rate

RUCO continues to believe that DG customers need to be treated fairly but
uniquely given their distinct attributes from adopting advanced technology.
Therefore, RUCO is putting forward four options for these partial requirements
customers:

Advanced DG rate
Renewable Energy Standard Credit Option
DG Volumetric TOU with Grid Export Fee
All Rate Option

- Opt-out Adjustment Fee
» Market Based Export Option

2

l Il l



4

Direct Testimony of Lon Huber
Tucson Electric Power Inc.
Docket No. E-01933A-15-0322

-4

1 I . INTRODUCTION

2 Q. Please state your name, position, employer and address for the record.

3 Lon Huber. I am a Director at Strategy Consulting LLC located at 2150 Allston

4 Way # 210, Berkeley, CA 94704.

5

6 Q. Please state your educational background and work experience.

I7

8

My career in the energy industry began in 2007 when started working at a

research institute housed within the University of Arizona. In 2010, I became the

9

1 0

1 1

12

13 I

14

1 5

16

governmental affairs staffer for TFS Solar, a solar photovoltaic ("PV") integration

company based in Tucson. l was hired by Sur tech America in 2011 where I led

the company's regulatory and policy efforts in numerous US states until December

2012. In 2013 I served as a consultant for the Residential Utility Consumer Office

("RUCO") on energy issues. joined RUCO as a full time employee in January

2014. Since March 2015 l have worked at Strategen Consulting where I continue

to advise RUCO on energy policy matters. I obtained a Bachelor of Science Public

Administration degree in Public Policy and Management from the University of

Arizona in 2009. I also received a Master's of Business Administration from the17

18 Eller College of Management at the same university. A full resume is attached in

Exhibit LH-1 |1 9

20

2 1

22

3

A.

A.

f u n IH
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1 Q. What is the purpose of your testimony? }

2 My testimony will address the Company's rate design proposals and present

3 RUCO's proposed rate design and policy.

4

5 Q. How is your testimony organized?

6 My testimony is presented in five sections. Section I is the introduction. Section II

7 provides a summary of the issues with Company's proposal for all customers.

8

9

Section III addresses RUCO's rate design and policy recommendations for all

customers. Section IV summarizes the issues with the Company's proposal

10 regarding DG customers. Finally, section V is RUCO's rate design and policy

1 1 recommendations for DG customers.

12

13 Q. In summary, what are RUCO's comments regarding the Company's

14 proposal?

15 As proposed, a 100% increase in customer fixed charges is unprecedented and

16 unwarranted.

17 RUCO agrees that four tiers are not necessary, but disagrees that two is the

18

19

optimal number of tiers.

Rates should begin to send time and season differentiated price signals to all

20 customers.

2 1

22

Reforming distributed generation compensation is necessary, but RUCO has

concerns with the Company's approach.

A.

A.

4
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6

1

2

RUCO supports optional three part rates, carefully crafted volumetric time of

use rates, and a renewable portfolio standard linked kph credit rate for solar

3 customers.

4

5 Q. What principles does RUCO believe should in form th is rate-making

6 proceeding?

7 RUCO uses the following principles as a guide to rate-making in this case:

8 1. Do not inhibit conservation related price signals

9 2. No substantial changes for 98% of TEP ratepayers to accommodate 2% of DG

10

1 1

adopters, however, standard rates do need to start evolving

3. Send more accurate price signals to DG customers through peak demand

12 focused TOUs

13

14

4. . Create options for future solar customers through RES compliance driven fixed

solar credit

15

16 Additionally, RUCO supports Bonbright's principles or rate design, particularly the

17 following summarized by the National Association of Regulatory Uti l i ty

Commissioners ("NARUC")1,

1 9 Simplicity, understandability, public acceptability and feasibility of application

20 and interpretation

18

A.

1 http://pubs.naruc.org/publ538EA65C-2354-D714-5107-44736A60B037

5
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1 Stability of rates themselves, minimal unexpected changes that are seriously

2 averse to existing customers

3

4

Fairness in apportioning cost of service among different consumers

Avoidance of "undue discrimination"

5 Efficiency, promoting efficient use of energy and competing products and

6 services

7

8 Does RUCO believe TEP's proposed rates follow the above principles?

9 Not entirely.

1 0

1 1 Q. What changes could TEP make to better align with the above principles?

12 As further defined below in section II, RUCO recommends the Company

13

14

implement the following for standard customers:

1. Stable fixed charge linked to customer specific costs

15 2. Three tier inclining block rate

16 3. A default three tier TOU rate with a three-hour peak for high use customers

17 4. Gptional three part TOU rate

18

19

20

21

A.

A.

Q.

6
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H

1 ISSUES WITH THE COMPANY'S PROPOSAL FOR ALL RESIDENTIAL

2 CUSTOMERS

3 Q.

4

What are the primary issues of concern that RUCO has identified within the

Company's proposal that affect all residential customers?

S

6

7

8

RUCO has identif ied two primary issues of concern that af fect all residential

customers: 1) the Company's proposal to increase its basic service charge (or

fixed customer charge), and 2) the Company's proposal to eliminate the top tiers

from its inclining block volumetric rate.

9

10

1 1 Q.

1) BASIC SERVICE CHARGE

Has RUCO adopted a general position regarding fixed customer charge

12 increases?

13 RUCO is a member of  the Nat ional Associat ion of  State Ut i l i ty Consumer

14 Advocates ("NASUCA"), which has taken a position on this issue.

15

16 Q. What is NASUCA?

17 NASUCA is an associat ion comprised of  many consumer advocates f rom

numerous sta tes and the  Dis t r ic t  o f  Co lumbia .  NASUCA's members are18

19

20

designated by the laws of their respective jurisdictions to represent the interests of

utility consumers before state and federal regulators and in the courts.

2 1

22

23

A.

A.

A.

7
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1 Q. What is NASUCA's position on increased fixed customer charges?

2

3

4

NASUCA recently adopted resolution 2015-1, which opposes utility efforts to

increase fixed customer charges. I have included a copy of this resolution with this

testimony (see Exhibit LH-2).

5

6 Q. Does the Company's proposal include an increased fixed customer charge?

7

8

9

10

1 1

Yes, the Company proposes to double its basic service charge, increasing it from

$10 to $20 per month for standard residential customers of tariffs TE-R-01, TE-

201A, TE-R01 BC, TER-01LL, TE-R01LB, and TE-201AL. The Company has also

proposed to increase its basic charge from $6.90 to $12.00 for limited income

customers on tariffs TE4-01, TE5-01, TE6-01, TE6-201A, TE8-01, TE8-201A, and

12 TE6-01BC. Similar increases are proposed for customers on all other residential

13 tariffs.

14

15 Q.

1 6

Does RUCO support the Company's proposal to increase in the basic service

charge for residential customers?

17 No.

18

19 Q. Why does RUCO oppose the Company's proposal to increase its basic

20 service charge?

21 There are several reasons. First, the proposal is based on the faulty premise that

22 fixed costs must be recovered through fixed charges. Second, the proposal

23 deviates from common utility practice. Third, the proposal does not adhere to the

A.

A.

A.

A.
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4

1

2

3

4

principle of cost causation. Fourth, the Company's proposal is regressive and

would disproportionately impact limited income customers. Fifth, the proposal

reduces the incentive for customers to conserve energy. Sixth, the proposal does

not adequately account for impacts to the Company's risk profile. twill explain each

5 of these in more detail in my testimony below

6

7 Q. What is the Company's rationale for increasing the basic service charge?

8 The Company believes that its basic service charge should be increased as a

9 means to recover its fixed costs. The Company states, "Considering that all electric

10 utilities incur substantial fixed costs to serve residential customers, and that those

1 1

12

fixed costs typically exceed the higher basic service charges approved for those

utilities, TEP's current monthly service charge should be increased.
112

13

14 Q.

15

Does RUCO agree with the premise that fixed costs should be recovered

through higher fixed charges?

1 6 A .

I
1 7

No. There is no fundamental reason that fixed costs must be recovered through

18

19

20

fixed prices. In fact, many industries in the global economy incur fixed costs that

are ultimately recovered through prices that are not fixed. For example, gasoline

is priced on a volumetric basis ($ per gallon), despite the fact that there are many

fixed costs associated with its production (e.g. refineries, pipelines, etc.).

21

2 Testimony of Craig Jones, p 43.

A.
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1

1 According to Bonbright, "Regulation, it is said, is a substitute for competition.

2 Hence its objective should be to compel a regulated enterprise, despite its

3 possession of a complete or partial monopoly, to charge rates approximating those

4 which it would charge if free from regulation, but subject to the market forces of

5 competition."3 Thus, if rates are intended to emulate prices charged by competitive

6 enterprises, there is no rationale for regulated utilities to implement fixed charges

7 instead of other pricing options. Bonbright goes on to say that "regulation should

8 allow a fair rate of return, but not guarantee or protect a regulate against

9 mismanagement or adverse business conditions."4 By proposing to recover more

1 0 its costs through fixed charges the Company is in essence attempting to insulate

1 1 itself in part from adverse business conditions.

12

13 Q. Other than increasing fixed charges, are there other ways utilities such as

14 TEP could recover fixed costs?

15 Yes there are several. These range from implementing time-of-use rates to simply

16 increasing TEP's current volumetric rates.

17

18 Q. How does the Company's proposed increase in the basic service charge

19 deviate from common utility practice?

20 Recent decisions by commissions in several states have either denied entirely or

21 scaled back proposals to increase fixed charges proposed by utilities. Synapse

3 Bon bright, James Cummings (1961) Principles of Public Utility Rates page 141
4 ibid. page 382

l

A.

A.
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4

1

2

3

recently analyzed 51 proposals decided between September 2014 and November

2015 and found that 41 % of these proposals were rejected, while 33% were scaled

back. The average approved fixed charge for these decisions is $11.87.5 These

4 decisions are summarized beIow.6

5

ibid. page 382
Whined, m., Wooly T., Daniel, J. (2016). Caught in a Fix: The Problem with Fixed Charges for Electricity. p
43.
6 ibid. p 46
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1 Q. What are some of the reasons that these proposals were denied or scaled

2 ba ck?

3 There are many reasons why these proposals were denied or scaled back. Some

4 include: concerns about reduced customer control, concerns about rate shock;

5 concerns about inequitable impacts to low usage customers, concerns about

6 inequitable impacts to low income customers, concerns about reduced incentives

7 to invest in energy efficiency, and concerns about inefficient price signals.

8

9 Q. Can you provide a few examples of Commission decisions regarding fixed

1 0 charges?

1 1 Yes. When the Missouri Public Service Commission denied Ameren Missouri's

12 request to increase its fixed charge it stated, "There are strong public policy

13 considerations in favor of not increasing the customer charges. Residential

14 customers should have as much control over the amount of their bills as possible

15 so that they can reduce their monthly expenses by using less power, either for

16 economic reasons or because of a general desire to conserve energy."7 Similarly,

17 when the State of Illinois Commerce Commission rejected Peoples Gas and North

18 Shore Gas' proposals, it stated, "It is patent that high customer charges mean the

1 9 Companies' lowest users bear the brunt of rate increases, and subsidize the

20 highest energy users. Steadily increasing customer charges diminish the

21 incentives to engage in conservation and energy efficiency because a smaller

7 Missouri Public Service Commission (2015). Report and Order in the Matter of Union Electric Company,
dab/a Ameren Missouri's Tariff to Increase its Revenues for Electric Service. See discussion on page 76-
77.

A.

A.
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3
portion of the bill is subject to variable usage charges and customer efforts to

reduce usage."8 Finally, the Minnesota Public Utilities Commission (MPUC)

recently rejected CenterPoint's proposed customer charge increase and ruled to

maintain it at the existing level. Similar to the present case, the CounterPoint argued

that "increasing the customer charges would reduce intraclass subsidies." However,

the MPUC noted in its decision that "this conclusion is based on the premise that the

charges are currently set below cost-a premise on which the OAG has cast

significant doubt.119

10 1Q. Did the Company provide examples of any utilities with basic service

charges at or near the $20 level?

12 IA . Yes. The Company stated in their testimony that, "APS, Trico Electric Cooperative,

Inc. and Salt River Project ("SRP") have basic service charges ranging from $15.00

to $20.00 per month."10

1 6 1 Q. Does  RUCO be l ieve  these examples lend support to the Company's

proposal?

18 No. For APS, the current basic service charge for standard residential customers

is actually $0.285 per day, or about $8.67 per month - significantly less than the

8 State of Illinois Commerce Commission (2015). Order North Shore Gas Company, proposed general
increase in gas rates, The Peoples Gas Light and Coke Company, Proposed general increase in gas
rates. See discussion on page 176.
9 Minnesota Public Service Commission (2016). In the Matter of the Application of CounterPoint Energy
Resources Corp.d/b/a CenterPoint Energy Minnesota Gas for Authority to Increase Natural Gas Rates in
Minnesota, Docket No. G-008/GR-15-424. p 64.
10 Testimony of Craig Jones, p 43

A.

14



Direct Testimony of Lon Huber
Tucson Electric Power Inc.
Docket No. E-01933A-15-0322

in

1

z

$20 per month proposed. Of the remaining utilities, only SRP reaches $20 per

month for standard residential customers. However, RUCO believes this example

is an extreme outlier that was established under very different circumstances than3

4

5

the Company's present case and is not representative of recent trends. For

example, RUCO recently reviewed the basic service charge for 25 investor-owned

6 utilities in the Southwestern U.S. and found that 18 of them (72%) have a basic

7 service charge of $10 per month or less.

8

9 Q.

10

How does the Company's proposed basic service charge fail to adhere to the

principle of cost causation?

1 1

12

13

14

15

RUCO believes that rates should reflect the principle of cost causation, absent

policy considerations. As such, RUCO further believes that customer charges

should only be used to recover the incremental costs that arise from serving

individual customers. This includes costs associated with metering, billing, and

service line drops. Meanwhile, it excludes costs related to overall demand on the

1 6 system, such as transformers or distribution poles and wires. Such costs are

17 common to (Le. "attributable to" or "caused by") a larger group of customers and,

18 therefore, should not be recovered on an individual customer basis. The

19 Company's proposal of a $20 basic customer charge appears to greatly exceed

the individual customer cost elements.20

2 1

22

A.
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I
1 Q. What is the minimum distribution system approach or "minimum system

2 method"?

3 IA. Under the minimum system method, a portion of distribution plant costs (e.g. lines,

4 poles, transformers) are allocated to a customer class based on the number of

5 customers. The Company relies on this method as justification for its proposed

6 basic service charge.

7

8 i Q. Does RUCO support this approach?

9 IA. No, RUCO does not. The minimum system method is flawed in that it assumes

10 that the configuration of the distribution network is a given. However, the

11

12

13

14

15

placement of substations, the number of feeder lines, and the current-carrying

capacity of distribution system components are all dependent upon expectations

about demand, voltage drop, and other factors. Additionally, the number of poles

and length of power lines is also partly dependent on the size and spacing of

customer properties, not on the number of customers. Recovering a large share of

16

17

distribution system costs through customer charges is equivalent to assessing a

per person tax that reflects neither the customer's ability to pay nor the benefits

18 received. Given these considerations, RUCO agrees with Bonbright's statement

19 that "the inclusion of the costs of a minimum-sized distribution system among the

20 customer-related costs seems to me clearly indefensible.""

2 1

1

11 Bonbright, James Cummings (1961) Principles of Public Utility Rates page 348
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u

1 Q. Have other commissions weighed in on the use of the minimum system

2 method?

3 Yes. For example, the Illinois Commerce Commission explicitly rejected its use,

4 stating the following:

5 "As it has in the past, see, e.g. Dockets 05-0597, 99-0121 and 00-0802, the

6

7

8

Commission rejects the minimum distribution or zero-intercept approach for

purposes of allocating distribution costs between the customer and demand

functions in this case. In our view, the coincident peak method is consistent with

9 the fact that distribution systems are designed primarily to serve electric demand.

10

1 1

The Commission believes that attempts to separate the costs of connecting

customers to the electric distribution system from the costs of serving their demand

1 2

1 3

14

remain problematic. We reject the use of the MDS in this proceeding, and find that

ComEd's ECOSS was correct in not reflecting the MDS concept. Accordingly, the

Commission rejects the use of IIEC's COSS because it relies on the use of MDS.»12

15

16 Q. What method does RUCO support instead of the minimum system method?

17 RUCO supports the basic customer method, which only allocates customer-

18 specific costs (and not other distribution costs) based on the number of customers.

19

20 Q. Is this method used in other jurisdictions?

21

22

Yes. Several states including Maryland, Texas, Arkansas, Colorado, and Illinois all

use the basic customer method for allocating customer costs.

A.

A.

A.

12 Illinois Commerce Commission, Docket No. 07-0566, Final Order dated Sept. 10, 2008, p. 208.
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1 Q. How would the calculation of the basic service charge differ under this

me thod?

3 IA. Under the basic customer method, the cost elements for individual customers are

significantly lower than the Company's proposed $20 basic customer charge.

6 Q. Does RUCO have any evidence to support this?

7 IA. Yes. According to Exhibit CAJ-1 of the Company's testimony, the marginal cost of

serving a residential customer was $353.86 in 2015. However, this total includes

certain shared costs items such as $81 .49 for "Line Transformers" and $148.28 for

"Conductors 8< Devices." As explained previously, it is not appropriate for these

shared cost items to be recovered through the basic service charge. Once these

elements are removed, RUCO calculates the marginal cost to serve an individual

customer to be $124.09 or about $10.34 per month. This is roughly equal to the

Company's current basic service charge and far less than the proposed $20

amount.

17 Q. What is the significance of the fact that these are marginal costs?

1 8 Marginal costs reflect the incremental costs to serve customers on a forward

looking basis. However, utility rates are frequently set to recover average or

embedded costs. Meanwhile, embedded costs are typically lower than the

marginal cost, a notion that is demonstrated in the Company's testimony.13 Thus,

13 See Craig Jones, Table 1, p 31 .

I

A.
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1 RUCO believes the customer cost of $10.43 calculated should serve as an upper

2 bound when considering how to set an appropriate basic service charge.

3

4 Q. On what basis should the costs of shared distribution infrastructure be

5 recovered?

6 RUCO believes that shared distribution costs should be recovered based on

7

8

g

"benefits received." As an example, the logic of benefits received would tell us that

a household using 500 kph a month should not have to pay the exact same price

for utility poles as a household using 2,000 kph a month.

10

1 1 Q. Please explain why "benefits received" is a sound basis for recovery of

shared costs?12

1 3 In most forms of shared infrastructure in the civic sector, costs are recovered either

14

15

16

through usage fees (e.g. bridge tolls) or taxes (e.g. property taxes). The latter

reflects the notion of a customer's "ability-to-pay" while the former reflects the

notion of "benefits-received" by the customer. While recovery of costs through an

17

18

19

20

ability-to-pay approach (e.g. through tax subsidies) can be common for municipal

utility systems (e.g. water and sewer), it is not practically feasible for privately

owned utilities. This leaves benefits-received as the primary basis for recovering

shared infrastructure from private electric utilities. Meanwhile, the best measure of

21 benefits-received for an electric utility is energy consumption.

22

23

A.

A.
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1 Q. Can you please provide an example?

2 A.I Yes. Consider two customers on a shared distribution system that are similar in all

respects except that one is consuming electricity 24-7, while the other only

operates for eight hours a day. Under this scenario, the 24-7 customer is receiving

more benefits from the shared distribution system.

7 Q. How does the Company's proposed basic service charge reduce the

incentive for customers to conserve energy?

9 A.l Under the company's proposal, a significantly greater share of each customer's bill

will be collected through a fixed charge as opposed to a volumetric energy rate.

Thus, if the company's proposal were adopted, each customer would have a much

smaller portion of their bill over which he or she has control. For example, Schedule

H-4 demonstrates that an average residential bill for a TEP customer in winter

would be about $86.78 under present rates, with $10 recovered through the basic

service charge and $98.62 under proposed rates, with $20 recovered through the

basic service charge.*4 This means that under present rates, customers are

unable to control 11.5% of their energy costs, but under the proposed rates they

would be unable to control 20% of their energy costs. Thus, under the Company's

proposal there would be significant increase in the portion of customers' bills over

which they would have not be able to manage through energy conservation or

other means.

14 Schedule H-4, page 1 of 85, Winter.
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1 Additionally, by proposing to recover more of the Company's fixed costs through a

2 fixed rate, the resulting volumetric rate included in the Company's proposal is lower

3 than it otherwise might have been. A lower volumetric rate dampens the price

4 signal customers receive, further reducing the incentive for customers to conserve

5 energy. RUCO supports strong incentives for customers to conserve energy due

6 to the significant benefits that peak reducing energy efficiency can bring to all

7 ratepayers. As such, RUCO does not support the Company's proposal to recover

8 increased share of its costs through fixed rates.

9

1 0 Q. Has RUCO considered how the Company's proposed basic service charge

1 1 would impact limited income customers?

1 2 Yes. In general, limited income customers also tend to be low-use customers.'5

13 Thus, any proposal that has a greater impact on low-use customers will also have

14 a greater impact on limited income customers. Meanwhile, proposals to increase

1 5 fixed charges often have a greater impact on low-use customers.'6

16

17

'According to the EIA's Residential Energy Consumption survey, households in the Western U.S. that are
150% above the federal poverty line consume 29% less energy than households with incomes below that
level. Also, total household energy consumption inWestern U.S. households increases by ti % on average
per $20,000 increase in household income.
Source: U.S. Energy Information Administration, Office of Energy Consumption and Efficiency Statistics,
Forms ElA-457 A and C-G of the 2009 Residential Energy Consumption Survey.
is Expenditures on energy as a percent of household income was 8% for the median low income household
in Phoenix versus 4% of all households (Tucson data not available).
Source: American Council for an Energy-Efficient Economy and Energy Efficiency for All (2016) Lifting the
High Energy Burden in America's Largest Cities.

A.
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1 Q. Has RUCO compared the impact of the Company's proposal on low-use

2 versus high-use customers?

3 Yes. For example, RUCO compared the average bill increase for a low-use

4

5

residential customer (822 kph, summer) as estimated by the Company under its

proposal would be $11 .49 or about 12.2%.17 Meanwhile, the summer bill increase

6

7

for a high-use residential customer (2,430 kph, summer) is only $5.21 or about

1.8%. In both cases, the bill increase is primarily attributable to the same increase

8 in the basic service charge. However, it is clear that the low-use customer's be

9

10

increases by a much greater percentage. RUCO is particularly concerned with this

higher impact on low-use customers since many of these customers are on fixed

1 1

12

13

1 4

incomes and have less ability to increase payment for electric service without

decreasing payment for other fundamental needs (e.g. food, medicine, etc.). In

RUCO's view, the proposed basic service charge increase is a regressive policy

that is harmful to Arizona's most vulnerable population.

15

16 Q. How does the Company's proposed basic service charge fail to account for

17 impacts to the Company's risk profile?

18 Under the Company's proposal, a much greater portion of the overall revenue

19 requirement would be recovered through the basic customer charge. Although

20

21

revenue collected through this charge presents some risk of under recovery (i.e. if

customers leave the service territory), this risk is substantially lower than revenue

22 recovered through volumetric energy or demand based rates, which depend on

17 Schedule H-4, page 2 of 85, Summer,

A.
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1

2

factors such as weather and economic growth. In its proposal, the Company fails

to account for this reduced risk in developing the appropriate rate of return to utility

3 investors.

4

5 Q.

6

Please explain the connection between risk and reward for utility investors

as it pertains to this proposal.

7

8

9

10

1 1

12

13

14

15

16

Generally speaking, ut i l i ty company shareholders take on some risk when

providing capital for utility investments. In exchange for putting their capital at risk,

investors have the opportunity to earn a return on that investment, which is

determined in part by the Return on Equity (ROE) set by the Commission. Ideally,

the ROE set  by the Commission wi l l  perfect ly ref lect  the r isk and reward

preferences (i.e. the cost of capital) of utility investors. Thus, if the risk of capital

cost recovery is substantially altered, the ROE should also be modified to reflect

that fact. The Company's proposal does not appear to include any adjustments to

the proposed ROE that account for the fact that substant ial ly more of  the

company's revenue is collected through a lower-risk mechanism.

1 7

18

19 Q.

2) MODIFIED TIERS

Please describe how the Company proposes to change its volumetric rates

20 for standard residential customers.

21

22

Presently, the Company implements an inclining block rate for standard residential

customers that includes four usage tiers.*8 The Company proposes to eliminate

18 Tier 1 ranges from 0-500 kph

A.

A.
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the third and fourth tiers of the residential rate class. This would leave only two

usage tiers: 0-500 kph usage and usage above 500 kph.

4 Q. Does RUCO support the Company's proposal to eliminate the top two usage

tiers for residential customers?

6 IA. Padially. RUCO believes it is appropriate to eliminate the top usage tier (>3,500

kph). However, RUCO does not support the elimination of the third usage tier

<>1 ,000 kph).

10 Q. Why does RUCO support the elimination of the top usage tier (>3,500 kph)?

11 lA. The elimination of this tier is likely to have minimal impact on the vast majority of

residential customers. Based on RUCO's analysis of customer billing data

provided by the Company, it appears that only a small number of customer bills

and revenues collected (approximately 1% each) are associated with this tier.'9

16 Q. Why does RUCO oppose the elimination of the third usage tier (>1,000 kph)?

17 IA. Unlike the top tier, a significant number of customer bills and revenues collected

are associated with this usage tier.20 The elimination of this tier therefore will have

a significant impact on a large number of customers.

19 Calculated from data presented in Schedule H-5 of the Company's testimony.
z0 Based on data presented in Schedule H-5 of the Company's testimony, RUCO estimates that
approximately 40% of customer bills and 34% of revenue collected are presently associated with tier 3.
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1 Q;

z

Are there specific customer impacts RUCO is concerned about if this tier is

eliminated?

3 Yes, there are two impacts we are most concerned about. One relates to bill

4 impacts for low use customers, the other relates to the price signal for energy

5 conservation.

6

7 Q. Please elaborate.

8

9

First, by eliminating the third tier, a greater share of the utility's costs must be

recovered through the first and second tiers. This means that the rate increase

10

11

proposed for first and second tier customers is significantly higher than it otherwise

might have been if the third tier remained intact. RUCO is concerned about this

1 2

13

14

15

because lower usage customers, who also tend to have less income and less

discretion over their energy consumption, will likely experience significant bill and

rate increases. For example, the table below illustrates the proposed rate increase

for customers in the first two usage tiers will be 5% and 18% respectively in the

16 summer.

17

1 8

19

20

A.

A.
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Table 1. Summary of Proposed Changes to Rates and Customer Bills for Volumetric Rafe Tiers2'
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RUCO believes that concentrating bi!! increases on lower usage customers is a

regressive policy that should be avoided. Additionally, it is counterintuitive since

these customers generally contribute less to overall system costs. Moreover, these

issues would be exacerbated by the adoption of the Company's proposed increase

in the basic service charge.

Second, by eliminating the higher tier, higher usage customers will actually

experience a decrease in the marginal price per kph consumed. RUCO is

concerned about this because it will reduce the price signal to save energy for the

group of customers with the highest consumption. For example, the table above

summarizes the changes to the tiered rates for each usage tier under the

Company's proposal. It suggests that approximately 41% of customers who are

higher-use customers will experience a rate decrease in the summer. The

Company has proposed this despite the fact that these high-use customers are

TEP Testimony, Schedule H-5.

1

I
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1

2

3

likely to have the greatest discretion over their energy usage. Since reducing

overall energy consumption provides a benefit to all customers over the long run,

RUCO supports strong price signals for energy conservation.

4

5 III. RUCO'S PROPOSED RATE DESIGN AND POLICY FOR ALL CUSTOMERS

6 Q. Please detail RUCO's proposed changes to the fixed customer charge.

7

8

RUCO proposes the customer charge remain at current levels across the board.

For the typical non-TOU residential customer, the charge would be $10.

9

10 Q. How does RUCO's method to determine the fixed charge differ from the

1 1 Company's method?

12

13

14

15

16

17

RUCO uses the Basic Customer method for determining a customer's fixed

charge. This method accounts for service drop, meters, and billing and allows

TEP's rate to remain unchanged in this proceeding. The Company chose to use

the Minimum System method to expand the charge to include shared infrastructure

expenses that are partly demand related including poles, wires, and transformers.

These expenses are not customer charges and should not be recovered as such.

19 Q. Please detail RUCO's proposed changes to the volumetric rate.

20 RUCC) proposes to implement a three-tiered inclining block structure. Such a

21

22

structure relieves pressure off of low users and prevents less revenue from being

shifted to collection vie basic service charge over which customers have no control.

23

18

A.

A.

A.
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1 Q. Please detail RUCO's proposed changes to high use customers.

2

3

4

For customer using 950 kph or more per month on average over an entire year,

RUCO proposes transitioning these customers to a three-tier volumetric TOU rate

with a summer peak from 3:00 PM to 7:00 PM and a winter peak from 6:00 AM to

5 9:00 AM. These customers would be placed on the TOU rate plan by default.

6

7

8

9

However, for the time being, these customers would also have the ability to opt-

out and return to the inclining block rate plan. According to studies RUCO has

reviewed, most customers tend to stay on their default rate plan. Thus, if designed

correctly, the number of customers that choose to opt-out should remain low.22

1 0

1 1 Why does RUCO support a four-hour summer peak period?

12

13

1 4

15

RUCO believes that a four-hour period will be easier for customers to manage

than TEP's current six hour TOU peak, particularly for customers lacking advanced

technology. Meanwhile, the four-hour period RUCO is proposing will still align with

the top peak hours of residential demand. An estimate of the on-peak and off-peak

16 rates are attached in exhibit LH-3.

17

1 8

1 9

20

22 Cappers, Peter C., et al. (2016)Time-of-Use as a Default Rate for Residential Customers: Issues and
Insights, pg.14

A.

A.

Q.
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41

1 Q. Why did RUCO select 950 kph of consumption as the basis for the default

TOU rate?2

3

4

About 25% of the residential TEP customer base falls into this category. RUCO

believes that this level of energy indicates enough usage to load shift during all or

5 parts of the on-peak window.

6

7 Q. What are the benefits of RUCO's proposed change?

8

9

This change would introduce hourly as well as seasonal variations in residential

rates, thereby providing price signals that more accurately reflect utility cost

1 0 drivers. Moreover, this structure would help to reduce intraclass subsidies

1 1 between winter and summer customers as well as between customers whose

12

13

usage primarily occurs either on-peak or off-peak. Finally, it is gradual and

optionaL

14

1 5 Q. What implementation strategies can help ensure successful adoption?

16 RUCO encourages the Company to undergo bill redesign and form educational

efforts around the TOU rates. These educational efforts could include bill inserts,1 7

18

19

20

2 1

advertising and media campaigns, online information, and outreach to local

community groups. Once the default TOU rate plan is successfully in place for this

group of high-use customers, other customer groups (e.g. new customers) could

also be considered for placement on a default TOU rate. RUCO also recommends

22 that a study be conducted on the effectiveness of this rate plan for reducing peak

23 de ma nd.

A.

A.

A.
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1 IV. ISSUES WITH THE COMPANY'S PROPOSAL FOR DG CUSTOMERS

2 Q. Please detail the Company's proposed for customers with distributed

3 generation.

4 The Company proposes to create a new net metering rider with three-pan rates.

5 This new net metering rider will be default for all partial requirement customers that

6 submitted an interconnection application after June 1, 2015. Currently

7 interconnected customers will stay on their current rates until they expire in 20

8 yea rs .

9

1 0 Q. How will the new net-metering rider compensate DG customers?

1 1 New DG customers will be compensated for excess energy at a Renewable Credit

12 Rate. The Renewable Energy Credit rate is a variable proxy for the price TEP will

13

1 4

15

pay for energy from utility scale assets. The variability in the Renewable Energy

Credit rate would be based on most recent utility scale PPA price. The Company

"believes it is appropriate that Net Metering customers receive the same financial

16

17

18

compensation for their distributed energy that is available from other, larger, more

cost-effective resources."23 The Company also proposes to eliminate the banking

option by purchasing excess energy during each billing cycle.

19

20

21

22

23 Direct Testimony of Carmine Tilghman, pg, 10

A.

A.
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»

1 Q. What is a partial requirement customer?

2

3

The Company defines partial requirement customers as DG customers with net

metering.24

4

5 Q. Does RUCO agree with this classification?

6 Yes. RUCO witness Frank Radigan will comment on this topic.

7

8 Q. Does the Company's proposal send accurate price signals to new DG

9 customers?

10

11

12

13

14

No. The proposed structure is intended to increase fixed cost recovery, rather than

send correct price signals to customers. RUC() understands the need to recover

fixed costs, but strongly believes a new net-metering rider should also send correct

price signals to customers. A balance between fixed-cost recovery and proper

price signals must be reached.

15

16 Q. What components of the proposed rate do not represent accurate price

1 7 signals?

18

19

20

If the proposed rate is intended to send correct price signals rather than recover

fixed costs, the demand component needs to be redesigned. in particular, the

proposed demand rate, which is based on the customer's peak demand,

21

22

regardless of timing or alignment with system peak demand, does not send correct

price signals. To illustrate, a peak power draw at 1:00 AM in July would be priced

24 Direct Testimony of Dallas Dukes pg. 5

A.

A.

A.

A.
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1

2

the same as a peak power draw at 6:00 PM. A more correct price signal would

apply the demand charge specifically during the hours of system peak demand as

3 proposed below.

4

5 Does RUCO have any other concerns to the Company's proposed rate?

6

7

8

g

Yes. Any export would be valued at the latest signed solar PPA rate. This means

that at any time a single future project can significantly change the economics of a

rooftop solar installation. The fact that it is linked to just one project and thus one

data point adds concern over the details of that latest PPA. For instance, was it an

1 0

1 1

12

add-on to an existing array? Did the developer subsidize a portion of the facility

for research or publicity ends? Should ratepayers also cut the price paid to other

developers if cheaper PPAs are executed 5 years from now?

1 3

14 Are RUCO's proposed options complicated?

1 5

16

17

18

To potential customers, yes. I find it hard to imagine that customers will understand

that the exports of their PV system (which is hard enough to quantify) will be

subject to an ever-changing export rate influenced by a PPA proxy of a distant

solar PV system.

19

20 RUCO'S PROPOSED RATE DESIGN AND POLICY FOR DG CUSTOMERS

2 1 What is RUCO's proposal concerning DG customers?

22

23

RUCO agrees that the compensation method for DG needs reform, especially with

the growing popularity of DG. However, RUCO believes that the company's

A.

Q.

A.

Q.

v.

A.

Q.
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DG Rate

Option
DescHpHon

Advanced

DG Rate

•

•

•

•

•

•

Three-part rate

$11.50 minimum bill
On-peak and off-peak volumetric energy rate, with monthly net

metering
On-peak winter and summer demand rate

Customer must remain on rate for full calendar year

$3 metering fee ($0 if RECs are exchanged)

RES Credit

Option

9

•

•

Buy-all, sell-all like transaction. Customer side of meter.
Standard rates apply for all energy consumed on site (customer can
select from any available residential rate option)
20 year fixed credit rate applies to all DG output
Credit rate is adjusted annually for new DG systems through REST

plan approval process

DG

Volumetric

TOU Option

•

6

•

•

Two-part rate
$11 .50 fixed customer charge
Gr-peak and off-peak volumetric energy rate, with monthly net

metering
Hourly fee applied to all exports
$6 metering fee ($3 if RECs are exchanged)

All Rate

Option

•

•

•

•

Any full requirements rate plan would be available.

Monthly net metering
Customer chooses one of the following:

1. $/kW Adjustment Fee, based on size of DG system
2. Market Export Rate - Exports are credited at the MCCCG rate

$6 metering fee ($3 if RECs are exchanged)

Direct Testimony of Lon Huber
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1

2

3

proposal can be improved. By creating more options for DG and traditional

customers, a win-win solution can be achieved. As such, it is RUCO's goal to find

a balanced path that allows the solar industry to mature while maintaining a fair

4

5

approach for all ratepayers and balancing cost-recovery with pro-conservation

price signals. To meet these goals, RUCO proposes making four options available

6 to DG customers going forward. These options are summarized in the table below

and described in more detailed in the remainder of my testimony.7

8
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1 Q.

2

How does RUCO propose a customer would choose a rate plan and how

would this transition be handled?

3 RUCO proposes each of the above rates be available to DG customers at the time

4 of their installation. Customers will be made aware of the different aspects of each

5 rate and the status of grand fathering for that rate. There would be no mandatory

6 or default rate and new DG customers would be able to select one of the available

7

8

9

10

options. Some restrictions may exist, such as a customer not exchanging their

RECs with TEP may not be allowed to be on the RES Bill Credit option. Customers

would have the option to switch to a different rate plan once per calendar year.

However, to avoid gaming, customers that select the Advanced DG TOU rate

11 option would be required to remain on it for one calendar year.

12

1 3 Q. Do these options solve all of RUCO's concerns with DG?

14 No. RUCO would like to begin to solve these concerns by ensuring that rooftop

15 DG can be a neutral cost proposition for ratepayers as soon as possible. Dnce that

16 milestone is reached RUCO would like to see DG be a net benefit to all ratepayers.

17 Finally, the third milestone, RUCO would like to see a closer cost parity between

18 wholesale grid-connected solar and rooftop solar. While subsidies exist throughout

19

20

our current regulated policy and rate designs, RUC() believes these cross-

subsidies should be quantified, examined and debated. However, simply because

21 other subsidies exist, does not warrant ignoring fast-growing subsidies. RUCO

22 believes incremental and gradual progress to address DG related cross subsidies

23 is fair and will send more accurate price signals to the benefit of all ratepayers.

34
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1 Q. Please provide details on RUCO's proposed Advanced DG Time of Use rate.

2 IA.

3

4

5

6

7

8

9

10

1 1

1 2

13

The Advanced DG TOU rate is a three-part rate with TOU energy and TOU

demand components designed to recover fixed costs while sending more accurate

price signals. Fixed costs are recovered through a minimum bill, a variable TOU

kph energy charge, and a TOU kW demand charge over peak hours during

summer months. The starting point for designing the DG TOU Rate was to

approximate the value of south facing fixed tilt PV on the TEP system. Absent a

Commission policy in this regard, I performed a basic calculation of the cost of the

next marginal unit of generation needed for the TEP system while sti l l

acknowledging the uniqueness and intermittency of solar PV. l set this value as

the volumetric offset portion of the plan. I then created a TOU demand charge to

send accurate on-peak price signals to the DG adopter while allowing for cost

recovery by the Company if the customer fails to reduce peak demand.

14

15 Q.1

16

How do the time periods for on-peak and off-peak correspond to existing

TEP TOU offerings?

1 7 ll A. The months and hours I chose correspond to what the Company currently outlines

18 for their TOU based rates.

19

20 Q. Could the Advanced DG TOU be available to non-DG customers?

2 1

22

Not at this time. However, RUCO is proposing an optional three-part rate for

standard customers should a customer seek a demand charge based rate.

23

35

A.



ml

Direct Testimony of Lon Huber
Tucson Electric Power Inc.
Docket No. E-01933A-15-0322

1 Q. What is a demand charge?

2

3

4

5

6

A demand charge is a monthly charge based on a customer's peak energy usage

for a single billing cycle. Generally, demand charges are calculated by multiplying

the highest level of power drawn by a customer over a certain interval during peak

demand times (measured in kw) by a demand rate ($/kW). For purposes of the

Advanced DG rate, the interval will be the highest peak hour of a given month.

7

8 Q. Does RUCO believe demand charges should be applied to general residential

9 customers?

10

11

In this case, RUCO believes if residential demand charges are implemented, they

should be optional for standard residential customers. Furthermore, RUCO

12

13

1 4

15

16

believes demand charges should be limited to peak demand hours and peak

demand season when system demand is highest. RUCO.expresses concern that

utilities can easily design demand rates that do not follow this practice, essentially

creating demand charges that are essentially unavoidable fixed charges and do

not reduce system costs.

17

1 8

19

20

21

22

23

A 24/7 demand charge as proposed does not send accurate price signals. The

Company's proposal treats all demand equal despite unequal effects of demand

on the company's system. A high power draw in the early morning hours of spring

would have the same demand charge as a high power draw during a hot mid~

evening summer day. This proposal does not reflect costs to the utility, does not

represent accurate price signals, and is a poorly designed demand charge.

A.

A.
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\

1 Because residential demand charges are a departure from traditional volumetric

2 rates, RUCO recommends TEP commit to a customer education plan. Most

3 customers are likely to be unfamiliar with the concept of demand and will require

4 education programs and tools from the Company to understand and respond to

5 the rates. RUCO would like a commitment from TEP to provide customers with

6 these plans in their next DSM plan. Such a commitment should include energy

7 efficiency and demand response programs as discussed in the Commission's

8 technology and innovation workshops.

9

10 Please describe in more detail how you determined the volumetric energy

1 1 rate level for the Advanced DG Rate.

12 I

13

performed a simple, yet fair, calculation of the long-term avoided costs of south

facing rooftop PV. I generally followed the outline expressed by Chairman Little in

his letter in the Value of Solar docket.2514

15

16 Q. How detailed was your analysis on Value and Cost of DG?

1 7

18

19

20

2 1

As there is no official Commission position or guidance on this issue and due to

the fact that many of the possible cost-benefit categories are 1) speculative in

nature, 2) rely on policy decisions, 3) are nearly impossible to quantify, and 4) may

not have a significant impact on the analysis, RUCO has only examined the major

categories of benefits. in addition, RUCO believes that many of the hard to quantify

22 environmental and societal benefits are captured in the preferential treatment

A.

A.

Q.

25 http://images.edocket.azcc.gov/docketpdf/0000167384.pdf

37



Direct Testimony of Lon Huber
Tucson Electric Power Inc.
Docket No. E-01933A-15-0322

1 given to resources like solar energy. Treatment such as procurement not tied

2 directly to demand driven need, assumed adoption levels to avoid lumpy

3 generation expenses, fixed payments based on future Ievelized amounts, and the

4 avoidance of any cost effectiveness tests like energy efficiency measures undergo,

5 are examples of this preferential treatment.

6

7 Q. What are the results of your analysis?

8 Using a 30% capacity value from the TEP 2016 preliminary IP, and cost of a new

9 peaking facility from their 2014 IP, I obtain approximately 4.25 cents/kWh in

10 possible capacity savings. This includes losses and generation connected

1 1 transmission. I then added the MCCCG figure from the Company's 2016 REST

12 plan. This yielded 3.9 cents/kWh, which includes losses. l performed another

13 calculation to gain more confidence in this number. I levelized 2015 market pricing

14 from the Palo Verde spot market out 20 years at a 2.5% escalator.26 I received

15 3.65 cents/kWh from this calculation, adjusted for 6% Iosses.27 When I combined

16 this number with the previous capacity savings figure, I arrived at 7.9 cents/kWh.

17 This represents the approximate long term avoided cost figure for the next

18 marginal rooftop PV system. Meaning that if a solar adopter is paid at this rate, :4»
IL

19 will offer a breakeven proposition to non-solar ratepayers.

20

21

[/l1fU"<l~,/

; )5

'tV'l I7%/mIN),

26 Market pricing for ERA can be found here: http:l/www.eia.gov/electricitylwholesaiel
27 Energy Losses from the 2016 TEP Preliminary IP https:l/vwvw.tep.com/doc/planning/2016-TEP-lRP.pdf
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1 Q. Are there other details you would like to share about the DG TOU rate?

2

3

4

Yes, the demand charge would be determined by the top hour of demand in a

given month during the applicable on-peak window. Also, l propose a minimum bill

to recover customer related charges. RUCO initially proposes $11 .5 to match the

5 residential TOU rate, however, given that a minimum bill has different dynamics

6 than a fixed charge, RUCO would consider slightly increasing the minimum bill

7

8

9

10

upwards. Finally, if a customer does not exchange renewable energy credits

("RECs") the customer will be assessed a $3 per month meter fee. This lower rate

reflects the fact that TEP may not be getting "green" energy from DG customers if

the rights to that claim have already been sold or exchanged away to other states

1 1 or companies.

12

13 Q. Please detail the DG Volumetric TOU Option.

14

15

RUCO proposes a Volumetric TOU option consisting of no tiers, a higher fixed

charge, an hourly DG export fee, and monthly banking.

1 6

17 Q. Why does RUCO propose a monthly banking mechanism?

18 With correct hourly and seasonal pricing through the underlying TOU rate, the

19 inherent subsidy of banking is greatly reduced. Therefore, monthly netting instead

20 of hourly can be a more gradual approach to reforming net metering without

21 harmful impacts to non-participant ratepayers.

22

23

39
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1 Q. Why an hourly DG export fee?

z

3

4

5

A two-part volumetric rate over compensates DG adopters because of how fixed

costs are recovered. Therefore, grid related f ixed costs need to be recovered

through a separate mechanism. This export fee concept affords a solar adopter

the use of a non-demand charge based plan while still offering some fixed cost

6 recovery.

7

8 Why a metering fee?

9

10

1 1

1 2

13

14

Currently all customers pay for the extra meter solar customers get installed on

their premises. The total estimated cost is around $6 per month28. About 50% of

this cost is covered through the yearly REST budget. Since RECs are used to

satisfy the REST compliance targets, the $3 of metering expenses recovered

through yearly implementation plans can be fairly avoided if RECs are exchanged.

However, non-REST related costs still need to be recovered. It is important to note

15

1 6

17

that the Advanced DG rate does not recover these outside of implementation plan

costs because of the improved f ixed cost recovery inherent in the rate design.

However, if RECs are not exchanged that $3 fee must be still assessed.

19 Please detail the All Rate Option.

20

21

The proposed All Rate option consists of an Opt-out Adjustment or a differential

market based export rate. Under this rate, DG customers can choose any rate if

28 FERC, 18 Cfr Part 101 - Uniform System Of Accounts Prescribed For Public Utilities And Licensees
Subject To The Provisions Of The Federal Power Act

1 8

A.

Q.

A.

Q.

A.
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1

2

3

they pay an opt-out fee. The Opt-out Adjustment would be a $/kW fee based on

installed PV capacity, and charged monthly. RUCO will determine the level of this

fee upon finalization of rate schedules. RUCO also proposes a Market Export Rate

4

5

option. Again, a DG customer can select any rate but the level of compensation

for exports would be set to MCCCG level on an hourly basis.

6

7 Q. Please detail the RES Credit Option.

8

9

10

1 1

12

13

14

To meet the Company's residential renewable energy target, the utility needs

~85MW additional distributed generation29. To meet this, RUCO proposes a "buy-

all sell-all" like credit structure. This credit rate is fixed and linked to REST targets.

Based on the 2016 TEP REST implementation plan, TEP requires about 85 MW

residential DG to meet the Commission's 2025 target. It is likely this number will

change, reflective of the number of systems installed during the course of the rate

case and whether the Commission chooses to recognize systems that have not

1 5 exchanged their REC's.

16

17 This RES credit option would work conceptually much like the declining upfront

1 8 incentives, the Commission used a few years ago. A credit would begin at a set

19 rate (RUCO proposes close to current retail) and gradually declines in a

20 predictable way over time. RUCO proposes to start at a decline rate pegged to

21 historical system price decreases. Below is an illustration of the concept and the

1

22 step downs RUCO proposes:

29 2016 TEP REST plan E-01933A-15-0239

A.

4 1



Capacity per Tranche Price  per Tranche

6.0 $0.110

6.8 $0.100

7.7 $0.090

8.5 $0.085

9.4 $0.080

10.3 $0.075

11.1 $0.070

12.0 $0,065

12.8 $0.060
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Price Decline Schedule
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A fixed rate for 20 years will avoid grand fathering issues and provide predicable

financing for adopters. Systems taking service under the RES credit option would

be on the customer side of the meter and receive a monthly bill credit monthly.

This would prevent the rate design from impacting the economics of the installation

and electrons produced by the system would serve local load of the customer.

The Commission and stakeholders would have the opportunity to recommend and

adjust the terms in each annual REST plan. This would allow changes to the

payment of  future customers as well as accounting for possibly increasing

payments based on system orientation or inverter capabilities. To participate in this

rate option, customers must assign RECs to the Company.
0

C
/,l
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1 Q. How would the RES Credit Option interface with the Advanced DG TOU rate?

2

3

4

5

Similar to the Upfront Incentive programs a few years ago, the RES credit rate will

predictably decline as more solar capacity comes online. This would include

capacity installed under the Advanced DG TOU rate and would contribute to

capacity step downs despite not receiving the RES credit.

6

7 Q. What is RUCO's anticipated ratepayer acceptance of each of the DG rate

8 opt ions?

9

10

11

12

13

14

15

16

17

18

RUCO believes the most popular rate will be the RES Bill Credit Option, particularly

early in the program due to the declining credit structure. During the time that RES

Bill Credit Option remains the most popular, the industry can prepare for the

Advanced DG TOU rate. With the credit rate beginning at $0.11/kwh this option is

most similar to the current rate design. It is likely that some customers will

immediately choose the Advanced DG TOU rate, particularly customers with more

knowledge and tools to control peak load. The choice of rates allows the solar

industry to mature rather than deal with a new defaulted rate. The solar industry

will have the ability of developing business plans around the Advanced DG TOU

rate that may be more advantageous than other proposed options.

19

20

21

22

23

The DG TOU Option creates a floor for the offset rate for DG customers. The Bill

Credit Option will decline and approach the Advanced DG TOU rate as more

customers take service under the RES Bill Credit Option. This is beneficial for the

industry as it can begin to rely on the on-peak price signals provided by the

A.

A.
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¢

1

2

3

4

5

Advanced DG TOU rate. The All Rate options further supplement these offerings.

The DG opt out adjustment levels the economic playing field between DG and

standard rates while the Market Export Option would be popular among DG

customers with small systems and large load. These options were designed to

address the concerns of DG advocates who have insisted that DG customers "not

6 be treated differently." The Market Export option provides exactly that.

7

8 Q. Please describe RUCO's view on grand fathering existing solar customers

9

1 0

1 1

12

13

14

15

16

1 7

18

19

20

21

RUCO believes there are several options to fairly grandfather DG customers.

Customers that installed DG during the REST UFI program era should continue to

be grandfathered at current rates, no questions asked. These customers were

incentivized to install DG to ensure utilities met Renewable Energy Standard

targets. Following the conclusion of the incentive program, customers were

advised of possible changes that could affect their investment in DG. Despite these

warnings, RUCO feels many customers did not fully understand the effect a rate

design change could bring. Therefore, changes to these customers must be small

and incremental and generally grandfathered up to the date of the UNS rate case

decision. To ensure future customers are fully aware of the possible economic

implications of tariff reform, new disclaimers must be crafted after the UNS

decision to explain the choices and economics they may face should those polices

be adopted in the TEP case.

22
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Direct Testimony of Lon Huber
Tucson Electric Power Inc.
Docket No. E-01933A-15-0322

1 Q. Does Grandfathering also impact TEP's residential utility owned rooftop

2 program or TORS?

3

4

Yes it does. To explain, if the cost shift of existing NEM systems changes and the

owned systems become more expensive to non-participants, then TEP willTEP

5 have adjust downward the amount TEP recovers from ratepayers. I plan to address

6 more on this topic in the next round of testimony once I receive answers to a

7 pending data request.

8

9 Q. Any other issue you would like to address?

1 0

1 1

12

13

14

Yes, on my preliminary rate designs attached to this testimony. in designing the

rates, l tried to keep the prices grounded to the economics of marginal supply side

resources. Meaning, I try to send price signals not too much greater or less than

comparably timed supply side resources. For example, my demand charges and

peak rates are both within the range of the cost of a new combustion turbine

1 5 weaker.

1 6

17 Q. Does this conclude your testimony?

18 Yes it does.
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Lon Hube r
928-380-5540

1hube r@stra tegen.com

EDUCA TION

January 2010 - May 2011
Eller College of Management - University of Arizona
Masters of Business Administration (MBA)

August 2005 - May 2009
School of Government & Public Policy - University of Arizona
Bachelor of Science - Public Policy and Management

RELEVANT WURK EXPERIENCE

Strategy Consulting
Director -March 2015 to present

O

A r izo na' s R es i d en t i a l Uti l i ty C o n s u me r  O f f i c e ( R U C O )
Special Projects Advisor and former consultant __ April 2013 to March 2015
e Responsibilities: policy analysis and design, advocacy, case testimony, constituent outreach, and

financial analysis.
Team lead on net metering, utility-owned rooftop solar, and new resource procurement
policie s .
Graduate  of NARUC Rate  Design School, 2014O

S ur tech America

O

Manager, Regional Policy. - September 2011 to December 2012
Point person for the company in every key state solar market except California.

o Worked to balance cost effective utility-scale solar with state distri \used generation
policy goals.
Elected by SEIA member companies to be. the. state lead in Arizona.O

TFS Solar
Government Affairs - September 2010 to September 2011

Created a solar financing program for faith based organizations in Tucson,
Instrumental in forming the Southern Arizona Solar Standards Board.
Advocated for policies in front of ACC.

"Founding employee" and Policy Program Associate  - August 2007 to September 20]0
Helped build the institute  while  gaining experience with the technical a ttributes and challenges of
various energy technologies.

Arizona Research Ins titute  for Solar Energy a t the  Univers ity of Arizona



Lon Hube r
928-380-5540

1hube r@stra tegen.com

Congressional Fellow - D.C.
January 2009 to May 2009

Responsibilities included weekly memos to the Congress member on energy issues, forming
energy related legislation (Solar Schools Act - H.R. 4967), and creating educational presentations
on energy.

•

COMMUNITY INVOL VEMENT

Appointed to the  Arizona Governor's Solar Task Force, 2013
Chairman - Southern Arizona Regional Solar Partnership at the Pima Association of Governments, 2011
Founding Chairman - University of Arizona  Green Fund, 2010 to 201 l
Member of UA President's  Campus Susta inability Advisory Board, 2008 to 201 l
Big Brother for a  child in special needs program - Tucson Big Brothers Big Sisters, 2006 to 2008

A WARDS AND HONORS

Arizona  Daily S tar 's "40 Under 40" winner for leadership, community impact, and professional
accomplishment, 201 l
University of Arizona  Honors College  Young Alumni Award Winner, 201 l
Outstanding Professional S taff Member - University of Arizona, 2010
Arizona Foundation Outstanding Senior Award for the  Eller College of Management, 2009
Honors Coliege  P illars of Excellence  Award, March 2009
Congressional Recognition Award, May 2008
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THE NATIONAL ASSOCIATION OF
STATE UTILITY CONSUMER ADVOCATES

RESOLUTION 2015-1

OPPOSING GAS AND ELECTRIC UTILITY EFFORTS TO INCREASE
DELIVERY SERVICE CUSTOMER CHARGES

Whereas, the National Association of State Utility Consumer Advocates ("NASUCA")
has a long-standing interest in issues and policies that ensure access to least-cost gas and
electric utility services, which are basic necessities of life in modern society, and

Whereas, in recent years, gas and electric utilities have sought to substantially increase
the percentage of revenues recovered through the portion of the bill known as the
customer charge, which does not change in relation to a residential customer's usage of
utility service, through proposals to increase the customer charge or through the
imposition of what have been called Straight Fixed Variable or SFV rates, and

FWzereas, these gas and electric utilities have sought to justify such increases by arguing
that all utility delivery costs are "fixed" and do not vary with the volume of energy
supply delivered to customers, and that reductions in customer usage due to conservation
and energy efficiency increase the risk of non-recovery of utility costs, and

PWzereas, based on these arguments, these gas and electric utilities have proposed that a
greater percentage of utility costs (distribution costs such as electric transformers and
poles and natural gas mains, traditionally recovered through volumetric rates) should be
collected from customers through flat, monthly customer charges, and

Whereas, gas and electric utilities' own embedded cost of service studies,1 in fact, show
that a substantial portion of utility delivery service costs are usage-related, and therefore,
subject to variation based on customer usage futility service, and

Whereas, increasing the fixed, customer charge through the imposition of SFV rates or
other high customer charge structures creates disproportionate impacts on low-volume
consumers within a rate class, such that the lowest users of gas and electric service
shoulder the highest percentage of rate increases, and the highest users of utility service
experience lower-than-average rate increases, and even rate decreases,2 in some
instances, and

IWzereas, nationally recognized utility rate design principles call for the structuring of
delivery service rates that are equitable, fair and cost-based, and

Whereas, SFV and other high customer charge rate design proposals, in which low-use
customers would see greater than average increases, while high-use customers would
experience lower-than-average increases and even decreases in their total distribution
bill, are unjust and inconsistent with sound rate design principles, and

1
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Whereas, data collected by the  U.S . Energy Information Adminis tra tion show tha t in a
vas t ma jority of regions  ca lled "reportable  domains ,"3 low-income cus tomers  (with
incomes a t or be low 150% of the  federa l poverty leve l) on average  use  less  e lectricity
than the statewide residential average and less than their higher-income counterpar"ts,4
and

Whereas, these  data  a lso show that in every reportable  domain but one, e lderly
residentia l customers (65 years of age  or older) use  less e lectricity on average than the
statewide residential average and less than their younger counterparts,5 and

Whereas, these  da ta  a lso show tha t in a  vast majority of reportable  domains, minority
(African American, Asian and Hispanic) utility cus tomers  on average  use  le ss  e lectricity
than the statewide residential average and less than their Caucasian counterparts,6 and

Whereas, da ta  from the  U.S. Department of Energy's  Residentia l Energy Consumption
Survey for the  Midwest Census region, show that natural gas consumption increases as
income increases, and that higher incomes lead to occupation of larger sizes of housing
units ,7 thereby increasing the  like lihood of higher gas utility usage , and tha t na tura l gas
usage increases as income increases in the  vast majority of reportable  domains
throughout the U.S,8 and

PW1ereas, given these  documented usage patterns, the  imposition of high customer
charge  or SPV ra tes  unjustly shifts  costs  and disproportiona te ly harms low-income,
e lde rly, and minority ra tepayers , in addition to low-use rs  of gas  and e lectric utility
service  in general, and

Whereas , because  the  imposition of high customer charge  or SFV ra tes results  in a
smalle r percentage  of a  customer's  utility bill consis ting of variable  usage  charges ,
customers ' incentive  to engage in conservation as well as federal and sta te  energy
efficiency programs is  s ignificantly reduced, and

Whereas ,NASUCA supports  the  adoption of cos t-e ffective  energy e fficiency programs
as  a  means to reduce  customer utility bills , he lp mitiga te  the  need for new utility
infras tructure , and provide  important environmenta l benefits , and

Whereas, given tha t the  impos ition of high customer charge or SFV laths means that a
smalle r percentage  of a  customer's  utility bill is  derived from variable  usage  charges , the
imposition of SFV-type  ra tes  reduces  the  ability of utility customers  to manage  and
control the  s ize  of me ir utility bills ;

Now, the re fore , be it resolved, tha t NASUCA continues  its  long tradition of support for
the  universa l provis ion of least-cost, essentia l residentia l gas  and e lectric service  for a ll
customers;

2
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Be  it furthe r re solve d, tha t NAS UCA opposes proposa ls  by utility companies  tha t seek to
increase the percentage of revenues recovered through the fla t, monthly customer charges
on res identia l cus tomer utility bills  and the  imposition of SFV ra te s ,

Be  itjirrthe r re s olve d, tha t NASUCA urges s ta te  public se rvice  commissions to re ject gas
and e lectric utility ra te  design proposals  that seek to substantia lly increase  the  percentage
of revenues recovered through the  fla t, monthly customer charges on residentia l customer
utility bills  - proposa ls  tha t disproportiona te ly and inequitably increase  the  ra te s  of low
usage  customers , a  group tha t often includes low-income, e lderly and minority customers ,
throughout the United States ,

Be it further res olved, that s ta te  public service  commissions should promote  and adopt
gas  and e lectric ra te  design policy tha t minimizes  monthly customer charges  of
residentia l gas  and e lectric utility customers  in order to ensure  tha t de livery service  ra tes
are  equitable , cost-based, least-cost, and encourage customer adoption of conservation
and federa l and sta te  energy efficiency programs.

be  it furthe r resolved tha t NASUCA authorizes  its  Executive  Committee  to deve lop
specific positions  and to take  appropria te  actions  consis tent with the  te rns  of this
re solution.

Submitted by Consumer Protection Committee

Approved June 9, 2015
Philade lphia , Pennsylvania

No Vote : Wyoming
Abstention: Vermont

'See, Ag., Illinois Commerce Commission Docket No. 14-0244/0225, Peoples Gas Light & Coke
Co. - Proposed Increase in Delivery Service Rates, PGL Ex. 14.2, p. 1, lines 8, 14, 38 and 42, col. D;
Illinois Commerce Commission Docket No. 13-0384, Commonwealth Edison Company, AG Ex. 1.0 at 12-
13, citing ComEs EX, 3.01, Sch. 2A, p. 13, col. Tot. ICC, line 248.

ZICC Docket No. 14-0224/0225, AG Ex. AGH8LPC Ex. 3.0 a t 15, 25.

EThe U.S. Energy Information Administration's Residential Energy Consumption Survey provides
detailed household energy usage and demographic data for 27 states or regions of the U.S. referred to as
"reportable domains."

"See Wis. Pub. Serv. Com'n Docket No. 3270-UR-120, Application ofMaciison Gas and Electric
Co. for Authority to Adjust Electric and Natur4aI Gas Rates, Public Comments of John How at, National
Consumer Law Center, October 3, 2014, citing 2009 U.S. EIA Residential Energy Consumption Survey
data by "Reportable Domain" at 5-6.
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dId. a t 7-8.

6U.S. Energy Information Administration, 2009 Residential Energy Consumption Survey.

See ICC Docket No. 14-0224/0225,North Shore Gas, Peoples Gas Light & Coke Company
Proposed Increase in Gas Rates, AG Ex. 4.0 at 11-12, AG Ex. 4.1, RDC-5, p.1-3 .

8U.S. Energy Information Administration, 2009 Residential Energy Consumption Survey.
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